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One  of  the  impressive  features  of  current  months,  and 
one  which  seems  most  promissory  of  constructive  change, 
is  the  fact  that  many  people  seem  less  fervent  about  ab- 
stractions and  are  becoming  concrete.  The  lines  used  to 
be  drawn  between  the  conservatives  and  the  radicals,  be- 
tween the  die-hards  and  the  parlor  pinks,  the  socialists 
or  communists  and  the  capitalists,  or  the  advocates  of 
laissez  faire  and  of  a  new  social  order. 

A  new  note  has  come  into  discussions  in  clubs,  churches, 
business  and  professional  associations.  The  merits  of  capi- 
talism, socialism,  communism  are  discussed  now  with  a 
fair  degree  of  disillusionment,  laissez  faire  has  ceased  to 
be  the  absurd  bogie-man  it  was.  What  really  concerns 
people  now  is  how  living  is  to  be  continued,  how  this  year's 
increased  taxes  are  to  be  paid,  who  is  to  operate  the  mills 
which  are  being  liquidated,  and  whether  the  railroads  are 
to  be  run  like  the  post-office  when  there  are  no  solvent 
railroad  companies,  where  new  wealth  is  to  come  from 
when  it  is  all  shared,  and  who  is  to  be  "soaked"  when  a 
Congressman's  $10,000  salary  represents  riches.  In  other 
words,  there  is  a  growing  conviction  that,  back  of  political 
forms  and  economic  problems,  there  is  something  deeper  on 
which  social  action  rests. 

My  purpose  in  bringing  together  these  few  chapters  is 
to  recall  attention  to  the  one  basic  idea  underlying  the 
social  sciences,  and  to  point  out  its  significance  to  the  going 
affairs  of  life — and  more  particularly  to  business. 
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Behind  the  problems  of  private  property,  rewards  of 
labor,  capitalism,  monetary  policies,  economic  security,  in- 
ternational trade,  foreign  relations,  and  even  of  revolution 
itself,  lies  the  basic  fact  that  mankind  is  dynamic  and, 
hence,  is  continuously  attempting  to  wrest  as  satisfactory  a 
living  as  possible  from  an  environment  not  always  kindly. 

In  this  struggle  three  elements  are  clear: 

(1)  Mankind 

(2)  His  environment,  and 

(3)  His  attitude  toward  his  environment. 

It  is  the  last  of  these  with  which  all  political,  economic, 
and  social  problems  are  most  concerned,  and  with  which 
we  all  are  least  familiar.  Man  has  been  studied  in  many  of 
his  phases ;  the  environment  offered  by  most  of  the  habit- 
able parts  of  the  planet  is  fairly  well  known;  but  man's 
attitude  toward  his  environment  still  is  largely  unexplored 
— particularly  in  its  homely,  everyday  forms. 

One  feature  of  this  attitude,  however,  is  plain :  Human 
beings,  in  addition  to  having  the  instinct  to  survive,  have 
ideas  about  living.  Their  intelligence  is  measured  largely 
by  the  nature  of  the  things  they  desire,  and  particularly 
the  things  in  addition  to  bare  subsistence.  The  expres- 
sion of  these  desires  for  comfort,  for  wisdom,  for  spiritual 
qualities,  or  contacts,  or  experience,  or  sympathy,  or  what- 
ever may  serve  as  an  objective  for  living  is  the  measure  of 
the  richness  of  their  individuality.  When  a  man  says  he 
wants  "a  chance  to  live,"  it  is  likely  to  mean  far  more 
than  merely  a  desire  for  physical  survival,  and  it  is  in 
this  expanded  sense  that  people,  the  so-called  "masses," 
have  become  determined  to  have  "a  chance  to  live." 

The  masses  of  people,  in  this  country,  at  least,  have  had 
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a  taste  of  comfort;  and  they  like  it,  and  they  propose  to 
have  it  again.  To  them  "a  chance  to  live"  implies  an  oppor- 
tunity to  live  satisfactorily.  How  they  will  get  this  chance 
depends  largely  on  how  well  the  "orderly  channels"  of 
established  business  can  adapt  themselves  to  this  drive,  as 
the  underlying  social  power. 

There  is  a  well-known  French  mot  to  the  effect  that: 
"We  know  that  we  shall  all  die ;  but  we  do  not  believe  it." 

So,  also,  we  all  know  that  this  human  reaching-out  for 
as  satisfactory  a  life  as  can  be  had  is  the  mainspring  of 
human  action ;  but  we  do  not  act  as  if  we  had  the  faintest 
idea  that  it  had  anything  to  do  with  us,  our  families,  our 
religion,  our  social  habits,  our  business,  or  our  government. 

What  these  chapters  aim  to  point  out  is  the  desirability 
of  thinking  of  business,  or  progress,  or  social  change  or 
even  of  revolution,  not  as  an  illogical  running  amok,  but 
as  an  expression  of  this  universal  human  motive — the  deter- 
mination to  have  as  satisfactory  a  life  as  possible.  We  may 
return  to  a  restrained  form  of  individualism  or  may  have 
had  or  may  still  have  a  revolution.  But  if  there  is  to  be,  or 
has  been,  any  significant  change  in  society,  we  at  least 
ought  to  know  what  it  is  about. 

It  gives  me  pleasure,  before  taking  up  our  main  line  of 
thought,  to  acknowledge  with  gratitude  the  helpful  sug- 
gestions as  to  substance  and  form  I  have  received  in  prepar- 
ing these  chapters  from  my  colleagues  Elmo  B.  Roper,  Jr., 
and  Richardson  Wood,  without  which  this  discussion  might 
never  have  been  completed.  I  am  also  grateful  to  Charles  R. 
Cherington  for  useful  criticisms  from  the  viewpoint  of  the 
oncoming  generation. 

The  quotations  preceding  the  chapters  have  been  ac- 
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knowledged  separately,  but  to  such  of  the  authors  as  are 
living,  and  to  the  publishers  of  the  books  quoted,  this 
additional  expression  of  thanks  is  due. 

Paul  T.  Cherington 
New  York  City 
May  1, 1935 


Part  I 
THE  DESIRE  FOR  SATISFACTORY  LIVING 


Introduction 
REVOLUTION— PEACEFUL  OR  VIOLENT 

The  progress  of  civilization  consists  primarily  in  the  mul- 
tiplication of  human  wants.  If  you  want  a  stagnant  civilization 
you  have  only  to  destroy  the  influences  that  cause  these  wants 
to  multiply. 

— R.  A.  Millikan 

"Artillery  fire  crashed  in  Vienna  and  at  a  dozen  provincial 
points  today  as  Socialists  stubbornly  fought  the  combined  forces 
of  the  State.  .  .  . 

"The  general  strike  the  Socialists  declared  yesterday,  in  antici- 
pation of  a  Fascist  drive  that  meant  their  political  death,  was  now 
frankly  revolutionary." 

These  are  the  opening  words  of  a  front  page  news  story 
in  the  Evening  Sun  of  New  York  City  for  February  13, 
1934.  That  same  evening  a  reporter  on  the  WorlcL-Tele- 
gram  quoted  one  of  the  leaders  of  the  revolt  as  saying : 

"Tell  the  Americans  that  we  are  not  revolutionists.  We  are  not 
trying  to  overthrow  the  Government.  All  we  want  is  a  chance  to 
live.  .  .  ." 

These  two  quotations  from  a  source  so  ephemeral  as  a 
daily  paper  might  be  set  up  as  a  pattern  for  revolutions 
past,  present  and  future. 

In  the  struggles  of  people  toward  more  satisfactory  liv- 
ing there  are  normally  three  matters  of  major  importance: 
(1)  The  people,  (2)  the  government,  and  (3)  the  objective. 
In  the  case  of  the  Austrian  tragedy  the  "people"  were 
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believers  in  one  political  doctrine,  the  "government"  were 
believers  in  another;  and  between  them  was  the  objective, 
which  to  many  of  us  seems  vague,  but  to  the  leader  quoted 
was  nothing  less  than  desire  for  satisfactory  living. 

With  what  is,  perhaps,  a  rhetorical  flourish  of  exaggera- 
tion this  leader  thus  expresses  the  objective  of  all  revolu- 
tion, all  social  progress,  all  human  ambition.  If  we  expand 
the  term  "a  chance  to  live,"  beyond  a  limited,  literal 
meaning  and  make  it  signify  a  chance  to  live  a  satisfactory 
life,  to  have  comfort  and  friends  and  interests  and  other 
elements  of  the  "Good  Life,"  then  it  becomes  the  very 
objective  for  which  the  best  side  of  man's  nature  has 
reached  ever  since  he  began  to  have  wants.  This  human 
desire  for  satisfactory  living  is  apt  to  be  smothered,  in 
times  of  political  unrest  and  agitation,  under  such  noble- 
sounding  catchwords  as  liberte,  egalite,  fraternite,  or  the 
New  Deal,  or  other  suitable  war  cry,  but  fundamentally 
it  turns  out  to  be  an  expression  of  the  desire  for  satisfac- 
tory living  on  the  part  of  some  group  hitherto  living 
poorly. 

Nor  are  we  in  this  country  so  well  seated  in  security  that 
we  can  feel  superior  to  this  same  everlasting  triangle  of 
the  people,  the  government  and  the  social  order.  "We,  the 
people  of  the  United  States"  once  upon  a  time — or  to  be 
definite,  in  1789 — did  "ordain  and  establish  this  Constitu- 
tion." And  the  objective  might  have  been  called  "satis- 
factory living."  For  what  more  than  details  of  this  are 
such  statements  of  objectives  as  the  Preamble  sets  forth 
in  the  terms,  "to  form  a  more  perfect  Union,  establish 
Justice,  insure  domestic  Tranquillity,  provide  for  the  com- 
mon defense,  promote  the  general  Welfare,  and  secure  the 
Blessings  of  Liberty  to  ourselves  and  our  Posterity"? 
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Some  strange  forms  of  government,  or  of  social  order, 
have  worked  successfully,  and  for  a  long  time,  when  they 
have  given  people  in  general  "A  Chance  to  Live" — to  be 
well  fed,  well  clothed,  reasonably  happy ;  and,  conversely, 
some  governments  which  have  been  well  supplied  with 
rights  and  justice  and  good  intentions  have  fared  badly 
when  the  people  they  governed  were  uncomfortable  or 
unhappy. 

Creature  comfort  has  been  variously  treated  by  philos- 
ophers, and  formulators  of  social  ethics;  but  whether  or 
not  it  may  be  numbing  to  the  finer  urges  of  the  spirit,  it 
undeniably  is  the  objective  of  much  of  man's  endeavor. 
This  discussion  is  designed  mainly  to  show  how  definitely 
the  urge  for  comfort,  in  a  large  sense,  is  the  driving  force 
in  human  affairs.  And  it  follows  naturally  that  any  public 
or  private  enterprise  which  hopes  for  continued  existence 
will  get  and  keep  in  line  with  it.  This  seems  axiomatic,  but 
actual  practice  based  on  it  is  so  rare  that  it  usually  passes 
for  genius. 

The  triangular  nature  of  all  social  struggle  is  even 
closer  to  us  all  than  the  Constitution  or  the  forms  of  gov- 
ernment. If  one  starts  from  his  home,  walks  down  by  the 
City  Hall,  and  goes  to  his  place  of  business,  he  sees  in 
the  housings  of  these  three  phases  of  his  life  the  external 
expression  of  (1)  the  people,  {%)  the  government,  and 
(3)  the  desire  for  satisfactory  living  (or  the  attempt  to 
express  in  goods  or  services  what  people  conceive  to  be 
desirable  for  satisfactory  living) . 

If,  as  a  people,  we  could  once  comprehend  the  dynamic 
quality  of  the  human  desire  for  satisfactory  living,  we 
should  set  about  adjusting  not  only  government  and  the 
structure  of  society,  but,  more  particularly  still,  the  de- 
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tails  of  our  several  businesses  to  get  into  line  with  it.  In 
business,  more  than  anywhere  else,  it  is  not  merely  a  power ; 
it  is  the  power.  Without  it  all  industrial  or  commercial 
plans  are  inert  mechanisms,  just  as  truly  as  without  it 
political  theories  are  empty  words,  and  social  orders  mere 
figments  of  the  imagination. 

But  the  trouble  with  most  schemes  for  readjustment 
to  changes  in  this  power  is  that  they  start  at  the  City  Hall 
and  not  at  the  place  of  business.  Our  contention  is  that 
the  power  originates  in  the  home,  and  that  the  first  adjust- 
ment to  any  changes  in  it  ought  to  be  at  the  place  of  busi- 
ness, and  not  at  the  seat  of  government. 

A  corollary  to  this  main  thought  which  also  is  of  sweep- 
ing significance  is  the  contention,  which  we  make  with 
equal  emphasis,  that  those  whose  job  it  is  to  satisfy  human 
wants  are  under  necessity  rarely  recognized  as  yet  to  cul- 
tivate a  technique  for  keeping  sensitive  to  changes  in  those 
wants  better  than  any  governmental  bureau  can.  As  a  mat- 
ter of  fact,  it  seems  likely  that  if  they  do  not  do  it,  the 
people  who  have  the  wants  will  call  on  some  other  means 
to  supply  them.  And  that  would  be  revolution.  In  one  way 
or  another  people  will  get  a  chance  to  live  satisfactorily. 

This  yearning  for  satisfactory  living  is  not  simply  a 
matter  of  desire  for  food,  clothing  and  shelter.  It  quickly 
runs  into  other  relations.  But  quite  aside  from  all  govern- 
mental, social,  ethical  or  religious  interests,  this  problem 
of  keeping  satisfactorily  alive  persists  and  underlies  the 
whole  of  existence.  Every  day  we  all  express  our  ideas  of 
satisfactory  living  in  what  we  buy,  where  we  buy  it  and 
what  we  pay.  As  consumers,  our  ideas  expressed  in  pur- 
chasing the  goods  we  need  are  based  on  their  use-value 
to  us.  These  ideas  may  be  shaped  in  part  by  the  social 
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standards  to  which  we  try  to  conform ;  but  fundamentally 
they  are  concerned  with  our  conception  of  satisfactory 
living.  The  degree  of  creature  comfort  we,  as  a  group,  can 
wring  from  our  environment  represents  our  "standards  of 
living" — mankind's  expression  of  its  ideas  of  living. 

The  "standards  of  living"  touch  government  in  taxes, 
public  expenditures,  regulative  laws,  property  "rights," 
public  and  private  safety,  public  health  and  at  many  other 
points.  They  touch  the  people  themselves  in  mores >  social 
practices  and  traditions  and  in  obligations  and  ethical  and 
moral  ideas.  But  they  are  separate,  and  of  all  human  insti- 
tutions they  are  recognized  as  the  one  most  desperately 
to  be  fought  for  and  the  last  to  be  surrendered.  Only  a 
fanatic  or  an  enthusiast  will  die  for  a  social  ideal,  only 
a  patriot  for  his  government,  but  it  is  a  spineless  soul, 
indeed,  who  will  not  fight  for  a  chance  to  live  a  life  which 
he  regards  as  satisfactory. 

Government  has  so  built  itself  into  our  thinking  habits 
that  it  is  difficult  to  avoid  turning  over  to  it  sweeping 
responsibilities  for  many  features  of  our  existence.  Among 
an  orderly  people,  nothing  seems  so  likely  a  corrective  of 
any  ill  as  to  let  "the  government"  take  it  over.  But  we  must 
bear  in  mind  the  fact  that  government  is  not  a  fixed  idea, 
nor  the  chief  end  of  man's  aims.  Under  an  anarchist  regime, 
life  and  society,  in  some  workable  form,  must  be  assumed. 
Similarly,  in  the  case  of  a  dictatorship,  or  communism,  or 
socialism,  or  democracy,  the  real  objective  is  not  a  form 
of  government  per  se,  but  a  government  offering  a  more 
satisfactory  type  of  living  or  more  agreeable  social  rela- 
tions. The  form  of  government  may  be  conspicuous  in  dis- 
cussions about  better  conditions,  but  what  really  matters 
is  the  effect  of  government  on  living. 
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When  life  is  unsatisfactory  for  any  given  class  of 
people,  they  quite  naturally  attack  the  government  or  the 
existing  organization  of  society,  or  both.  It  is  not  always 
easy  to  determine  just  what  is  meant  by  the  organization 
of  society,  but  generally  the  term  is  used  to  signify  the 
whole  organism  by  which  the  people  exercise  the  proc- 
esses of  living  and  getting  along  with  each  other.  The 
organism  may  be  defective  but,  like  government,  the  social 
order  is  merely  a  means  to  the  main  end  of  expressing  and 
meeting  human  wants. 

What  we  shall  try  to  demonstrate  is  the  probability 
that  the  real  improvement  of  present-day  life  will  not 
come  from  changes  in  government,  nor  from  revisions 
of  the  social  order.  The  only  hope  is  in  a  better  adjust- 
ment to  human  wants  of  the  means  of  supplying  those 
wants.  It  is  true  enough  that  a  correction  of  defects  in 
the  government  or  the  social  order  ought  to  improve  life ; 
but  our  contention  is  that  life  may  be  bettered  also  by 
direct  improvement  of  the  organism  for  carrying  out  the 
life  processes  themselves. 

This  discussion  is  mainly  concerned  with  this  basic  idea 
of  living  human  life  comfortably  and  satisfactorily — not 
as  a  sordid  form  of  self-interest,  but  as  a  social  problem 
of  supreme  importance.  We  shall  attempt  to  formulate 
some  of  the  significance  of  this  driving  force  in  human 
activity,  of  which  people  in  this  country  more  than  any 
other  have  had  a  glimpse. 

The  democratization  of  consumer  demand  is  a  relatively 
new  economic  and  social  force.  The  range  of  people's 
wants  in  this  country  has  been  widened — anyone  may 
dare  to  want  anything.  These  expanded  desires  have 
found  expression;  and  in  response,  producers  and  dis- 
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tributors  have  undertaken  to  satisfy  them.  On  them  falls 
the  main  responsibility  for  finding  a  wise  way  out  of  the 
present  bad  adjustment. 

We  Americans  may  become  too  poor  to  buy  what  we 
want;  but  we  shall  never  again  be  as  we  were  before  we 
had  these  complicated  desires.  It  is  to  the  economic  impli- 
cations of  this  democratized  demand  that  we  shall  address 
our  main  attention — the  demand  side  of  the  old  equa- 
tion, which  in  these  days  controls  supply,  just  as  truly  as 
at  one  time  supply  controlled  demand. 


Chapter  I 
SATISFACTORY  LIVING 

Great  as  has  been  the  immigration  into  the  United  States  since 
1820,  and  steadily  as  it  has  increased,  it  has  been  only  com- 
mensurate with  the  abundance  of  free  land  and  the  opportunities 
for  work.  By  far  the  larger  portion  of  these  aliens  have  been  un- 
skilled laborers;  but  a  new  country  with  untouched  resources, 
with  forests  to  be  cleared,  land  to  be  reclaimed,  mines  to  be  de- 
veloped, and  roads  to  be  made,  demands  not  so  much  skill,  as 
energy.  Hence  these  crude  foreign  elements  have  served  their 
purpose  well,  have  contributed  to  the  economic  growth  of  the 
country,  "quickened  the  pace  of  our  development,  and  made  us 
do  things  rapidly  and  on  a  large  scale,"  while  every  advance 
of  the  frontier  of  settlement  or  expansion  of  our  political 
boundary  has  subjected  them  more  and  more  to  the  most 
American  of  American  conditions,  abundant  land,  and  accel- 
erated their  evolution  from  European  peasants  to  self-reliant, 
enterprising  American  citizens. 

— Ellen  Churchill  Semple,  "American  History  and  Its 

Geographic  Conditions,"  pages  311-312 

A  desire  for  "satisfactory  living"  implies  something 
more  than  an  opportunity  for  bare  subsistence.  Human 
comfort  is  one  way  to  designate  this  basic  requisite  for 
satisfactory  living.  And  the  desire  for  satisfactory  living, 
we  shall  have  occasion  to  repeat  many  times,  is  the  force 
which  leads  man  to  change  the  face  of  the  world,  build 
up  mechanisms,  use  his  imagination,  establish  working 
bases  for  relations  with  other  men.  In  short,  business, 
government,  society,  education — most  human  relation- 
ships spring  from  it,  are  shaped  by  it,  and  without  it 
speedily  decay. 

As  an  example  of  the  complexity  of  the  effects  of  this 
determination  to  have  a  satisfactory  life  upon  man,  his 

10 


SATISFACTORY  LIVING  11 

environment,  and  his  ideas  about  his  environment,  there  is 
perhaps  no  more  vivid  illustration  than  the  trite  one  of 
this  North  American  continent,  and  the  contrast  offered 
by  its  development  during  the  past  two  hundred  years 
compared  with  all  preceding  time. 

That  part  of  the  North  American  continent  which  we 
occupy  was  not  rich  till  "we"  came  here.  This  modest 
thought  is  a  characteristic  human  attitude.  If  "we"  are 
old-stock  British  yeomen,  this  is  our  conviction;  but  no 
less  are  we  sure  of  it  if  our  genealogical  roots  run  back 
to  Ireland,  Germany,  Scandinavia,  Italy  or  the  Near  East. 
"We,"  and  our  ideas,  our  folkways,  our  habits  of  life  and 
our  methods  of  thought,  really  made  the  place  worth 
living  in. 

This  sort  of  hyphenated  patriotism  has  come  in  for 
some  critical  examination  lately.  Was  it  really  "we"  who 
saved  this  region  from  desolation,  and  is  our  stock  so 
admirable  and  are  our  traditional  thoughtways  so  irrefut- 
ably right? 

Prosperity — if  we  may  use  a  much-battered  term  for 
national  happiness — depends  on  people,  resources  and  the 
quality  of  the  thinking  the  people  do — particularly  about 
the  resources. 

WHY  THE  INDIANS  SHIVERED 

For  example,  the  North  American  Indians  doubtless 
had  many  noble  traits  in  the  days  before  the  Puritans 
began  to  spoil  their  lives  with  gunpowder  and  sour  looks, 
or  the  Jesuits  and  Franciscans  with  efforts  to  make 
farmers  out  of  them;  but  they  were  poor,  they  were 
limited  in  outlook ;  and  much  of  the  year  they  must  have 
been  uncomfortable,  if  not  downright  hungry;  and  cold 
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if  not  chilblained.  We  do  not  even  know  definitely  how 
many  of  them  there  were — probably  not  many  more 
than  the  country's  present  Indian  population  of  about 
350,000.  There  certainly  were  not  more  than  a  million. 

The  resources  of  the  land  area  were  all  here,  the  oil, 
which  years  later  made  some  of  the  Oklahoma  tribes  so 
ridiculously  rich,  was  all  in  the  ground,  the  gold  was  in 
the  California  hills  and  rivers,  the  iron  in  the  Lake  ranges, 
the  coal  in  Pennsylvania.  The  fertility  was  in  the  soil 
and  the  vigor  in  the  air.  And  yet  this  rich  country  was 
peopled  by  cold,  nomadic  creatures  who,  in  spite  of  all 
the  glamour  that  can  be  thrown  about  them,  often  did  not 
know  where  the  next  meal  was  coming  from,  and  carried 
their  pathetic  store  of  wealth  around  their  persons  in  the 
form  of  a  few  trinkets. 

How  is  it  that,  within  a  period  of  time  when  Hindustan 
has  remained  almost  unchanged,  when  China  has  steadily 
declined,  when  even  Europe  has  shown  no  comparable 
economic  advance,  this  isolated  stretch  of  variegated  wil- 
derness has  come  to  support  123  million  people  in  com- 
fort, if  not  in  extravagance?  An  estimated  wealth  of 
$2,918  per  capita  is  not  an  accident,  it  is  not  even  a 
mystery,  it  is  a  concrete  fact  which  must  have  had  "ulti- 
mate causes"  as  well  as  "immediate  stimuli."  Back  of  the 
energy  and  foresight  and  acumen  of  individuals  there  is 
evidence  of  something  tidal.  There  was  a  creative  type  of 
thinking — thinking  by  immigrants — which  was  so  much 
better  than  the  thinking  of  the  Indians  that  "we,"  the 
immigrants,  throve  and  put  the  Indians  on  reservations 
to  perish  in  humiliating  physical  comfort  and  economic 
security,  and  ample  leisure,  all  guaranteed  by  us.  "We," 
in  the  form  of  our  forbears,  sought  a  satisfactory  life, 
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and  in  seeking  it  we  developed  a  great  country.  But  a 
great  country  is  not  what  we  started  out  for,  nor  did 
any  grandiose  vision  of  national  majesty  inspire  most  of 
our  forefathers.  They  came  mainly  to  find  a  better  living 
— either  spiritual  or  physical,  or  both. 


There  is,  perhaps,  no  country  where  nationalism  in 
the  past  was  more  ardent  than  in  the  United  States.  This 
country  has  been,  and  perhaps  still  is,  generally  regarded 
as  a  prosperous  nation,  by  and  for  which,  for  over  a 
hundred  fifty  years,  a  not  wholly  satisfactory  experiment 
in  popular  government  has  been  going  on.  In  this  North 
American  United  States  there  live  about  6.2  per  cent  of 
the  world's  people,  and  even  though  at  present  depressed, 
they  have  much  more  than  their  proportionate  share  of 
those  material  things  which  a  large  part  of  the  world 
looks  on  as  desirable. 

We,  the  123  million  immigrant  inhabitants  of  the 
United  States,  have  shortcomings.  It  is  charged  that  we 
do  not  have  much  repose  and  we  are  said  to  be  deficient 
in  a  placid  harmony  with  whatever  exists,  and  we  may 
not  have  capacity  for  certain  forms  of  deep  satisfaction. 
But,  on  the  whole,  we  are  compensated  (even  though  for 
the  present  short  space  of  years  we  are  not  as  happy  as 
usual) .  We  and  our  fathers  have  had  a  constructive  atti- 
tude toward  the  environment,  and  the  results  are  statisti- 
cally impressive. 

Serving  this  6.2  per  cent  of  the  world's  people  are 
32  per  cent  of  the  world's  railways,  39  per  cent  of  the 
paved  highways  and  over  76  per  cent  of  the  registered 
automobiles.  Here  is  produced  47  per  cent  of  the  steel, 
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43  per  cent  of  the  pig  iron  and  68  per  cent  of  the 
petroleum  taken  out  of  the  earth  each  year,  and  here  are 
grown  56  per  cent  of  the  world's  cotton,  61  per  cent  of 
the  corn,  £1  per  cent  of  the  wheat.  And  while  our  per- 
centages of  the  world's  sheep  (7.6)  and  cattle  (8.8)  are 
not  far  out  of  line  with  our  population  percentages,  we 
grow  22  per  cent  of  the  world's  hogs — whatever  that  dis- 
tinction is  worth. 

Economics,  philosophy  and  kindred  subjects  have  for 
years  been  concerned  with  the  question,  why  intelligence, 
skill,  energy,  thrift  and  other  more  or  less  creditable  vir- 
tues have  not  served  backward  peoples  any  better  in 
making  creature  comforts  available  to  more  of  them.  The 
people  of  these  countries  work  hard,  they  get  from  the 
soil  about  all  it  will  yield  to  faithful  cultivation;  they 
plant  and  pray  and  hoe,  and  still  they  are  poorly  clothed, 
poorly  fed  and  without  much  hope  for  improvement.  In 
the  same  way  in  the  densely  peopled  areas  of  the  East 
Indies,  and  in  Tropical  Africa  where  civilization  has  not 
penetrated  (or  where  it  is  of  a  sort  not  conforming  to  our 
juvenile  conceptions),  the  conditions  of  living  are  almost 
on  a  bare  animal  basis  of  daily  subsistence.  It  is  no  longer 
a  mere  accomplishment,  it  has  become  part  of  our  busi- 
ness to  understand  sympathetically  the  problems  con- 
cerned with  people,  resources  and  ideas  about  resources, 
and  to  deal  with  them  wisely. 

The  world  has  about  one  billion  nine  hundred  million 
people  in  it.  Many  of  these  people  are  poor,  many  of 
them  are  what  we  call  ignorant — that  is  to  say,  what 
they  know  and  what  they  think  differ  greatly  from  our 
knowledge  and  thought.  As  we  go  about  our  daily  busi- 
ness it  is  difficult  for  us  to  realize  that  the  relation 
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between  the  world's  thinking  and  its  methods  of  life  con- 
cerns us,  our  comfort,  and  our  ability  to  live  well;  and 
yet  there  is  perhaps  nothing  which,  in  so  many  ways,  is 
as  important  to  each  of  us  as  the  fact  that  constructive 
ideas — ideas  put  to  use — are  the  world's  greatest  source 
of  wealth,  and  that  they  contain  our  only  hope  for  indi- 
vidual or  collective  advancement. 

THE  NORTH  AMERICAN  IDEA  ABOUT  RESOURCES 

Why  should  the  United  States  be  such  a  fortunate 
nation  among  the  people  of  the  world?  We  are  not  more 
ingenious  and  inventive  than  the  Chinese  are,  or  were  at 
one  time;  we  are  not  more  energetic  than  the  European 
peoples  from  whom  we  have  descended.  Our  natural  re- 
sources are  rich,  but  so  are  those  of  many  other  parts 
of  the  world  whose  people  are  poor. 

The  answer  lies  in  the  characteristic  North  American 
idea  about  the  relations  between  people  and  resources. 
There  has  grown  up  in  this  country  a  conviction,  amount- 
ing almost  to  a  habit  of  thought,  that  natural  resources 
exist  to  be  made  use  of,  and  that  the  people  who  live 
among  them  have  an  opportunity,  if  not  an  obligation, 
to  turn  them  to  some  sort  of  practical  account ;  but  that 
this  is  a  job  not  for  government  but  for  private  enter- 
prise, and  whatever  the  form  of  ownership  or  organization, 
the  driving  force,  if  there  is  any,  must  come  from  indi- 
vidual human  imagination  and  desire  expressing  itself  in 
effort.  The  history  of  growth  of  the  United  States  ought 
to  be  written  by  someone  as  the  story  of  people,  resources, 
and  ideas  about  how  to  use  them.  For  such  ideas  have 
been  more  important  than  our  ideas  about  freedom  or 
independence,  or  even  our  ideas  about  property. 
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In  any  case,  the  idea  of  making  practical  use  of  the 
resources  has  been  conspicuous  in  all  our  immigrant  his- 
tory. That  this  utilization  of  resources  has  not  always 
been  carried  on  in  the  best  possible  way  is  not  to  be  won- 
dered at.  The  important  fact  is  that,  even  though  there 
have  been  errors  made  both  in  principle  and  in  detail, 
many  of  our  resources  have  been  so  used  as  to  add  to  the 
wealth  and  comfort  of  somebody. 

This  assumption  that  resources  are  for  use  in  human 
living,  even  though  made  available  by  private  initiative, 
is  the  characteristic  North  American  attitude.  We  have 
been  held  up  to  ridicule  many  times  for  this  pragmatic 
part  of  our  philosophy,  but  the  logic  of  events  is  with 
us;  and  every  new  agency  for  enlightening  isolated 
peoples  adds  new  converts  to  our  unpicturesque  point  of 
view.  The  Rand,  the  Australian  mines,  and  even  the  Rus- 
sian Five- Year  Plan  have  called  on  American  engineers 
and  other  experts. 

If  we  start  with  the  assumption  that  creative  ideas 
about  the  relations  between  people  and  resources  are  the 
third  essential  factor  in  national  and  individual  wealth 
(the  others  being  people  and  resources),  we  still  have 
several  questions  about  them  which  are  of  major  concern 
to  each  of  us.  Where  do  these  ideas  come  from?  What 
sets  them  to  work?  How  do  they  get  moved  about  and 
made  effective?  What  is  the  place  of  the  United  States  in 
this  form  of  traffic  in  ideas,  as  distinct  from  goods  or 
money? 

THE  RECENT   CHANGES   IN    CONDITIONS 

Our  thinking  has  been  better  than  that  of  the  Indians, 
no  doubt,  but  recently  it  has  developed  new  shortcomings. 
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We  shall,  we  hope,  return  to  an  enjoyment  of  something 
like  comfort  after  our  "lean  years"  are  over;  but  in  the 
meantime  we  have  about  us  again  evidence  of  an  unsatis- 
factory attitude  toward  the  material  and  human  resources 
of  this  same  North  American  continent. 

Three  hundred  years  ago  there  were  not  enough 
"things"  to  go  around.  Now  we  have  enough  copper  on 
hand  to  supply  for  two  years  all  the  needs  of  123,000,000 
people  leading  complicated  and  communicative  lives.  We 
have  a  year's  supply  of  cotton  and  are  growing  a  new 
crop.  We  are  oversupplied  with  nearly  all  necessary  raw 
materials.  Yet  millions  of  people  are  hungry  and  cold 
and  hopeless.  We  have  an  elaborate  producing  equipment 
and  plenty  of  material  with  which  to  produce,  and  yet 
we  are  confronted  by  poverty  and  hunger  and  want  and 
discomfort  comparable  with  that  of  the  Indian,  but  on  a 
greatly  expanded  scale.  We  have  wanted  improvements 
in  our  environment,  we  have  had  the  power  to  produce 
them,  and  many  are  the  changes  we  have  wrought.  But 
something  still  is  wrong.  The  mechanism  for  applying 
man's  ideas  to  his  environment  is  not  working  as  well 
as  it  did. 

People  are  again  dissatisfied  with  their  plight.  Every- 
one is  casting  about  for  some  solution.  There  is,  even 
here,  talk  about  "satisfactory  living." 

The  urge  for  human  comfort,  the  yearning  for  a  satis- 
factory life  implies,  as  we  have  said,  an  underlying  deter- 
mination to  possess  certain  material  things  from  which 
comfort  can  be  derived.  But,  as  we  have  learned  in  this 
country,  not  all  of  these  things  are  to  be  found  in  any- 
body's back  yard.  If  they  are  to  be  had  by  "orderly" 
means,  this  implies  trade,  business,  commerce;  and  if  by 
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these  means  these  material  things  are  not  forthcoming, 
they  still  will  be  insisted  upon.  If  the  "orderly"  means 
cannot  supply  them,  other  means  will  be  tried.  And  for 
those  forms  of  massed  attack  on  the  problem  there  is  the 
convenient  term — "Revolution." 


Chapter  II 
SATISFACTORY  LIVING  AND  MATERIAL  THINGS 

In  all  economic  history,  and  especially  in  recent  economic 
history,  and  most  of  all  in  the  recent  history  of  trade,  the  inter- 
national point  of  view  is  essential.  It  is  easy  to  remember  that 
one's  own  country  is  ever  growing  and  changing;  but  it  some- 
times requires  effort  to  consider  how  many  of  the  changes  near 
at  hand  are  partly  due  to  the  expansion  of  life  far  away. 

— Alfred  Marshall,  "Industry  and  Trade,"  Book  I,  Chap. 

II,  Section  3,  page  23 

One  of  the  main  reasons  for  the  framing  of  the  Constitu- 
tion of  the  United  States  was  the  economic  confusion 
which  grew  up  under  the  earlier  Articles  of  Confederation. 
Trade  rivalry  between  the  states  aiming  to  supply  each 
other's  needs — tariffs  and  boycotts — had  thrown  the  busi- 
ness of  the  young  states  into  disorder ;  and  the  net  result 
of  such  warfare  was  commercial  bedlam.  For  instance, 
New  York  State,  booming  and  ambitious,  levied  a  tariff 
on  Connecticut's  firewood  and  New  Jersey's  vegetables. 
Connecticut  retaliated  by  attempting  to  divert  the  British 
carrying  trade  to  its  own  ports ;  New  Jersey,  by  taxing 
New  York's  lighthouse  on  Sandy  Hook  at  an  exorbitant 
rate.  And  there  were  other  and  more  serious  examples  of 
jealousies  and  reprisals  originating  in  daily  life  and 
expressing  themselves  in  government  action.  Producers 
and  businessmen  were  constantly  hampered;  their  profits 
were  reduced  and  sometimes  trade  was  brought  to  a  com- 
plete standstill.  For  a  time  it  seemed  as  if  the  colonies 
had  cast  off  British  sovereignty  merely  to  fight  out  petty 
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economic  rivalries  with  one  another.  They  lacked  political 
and  social  unity,  but  even  more  significant  was  the  absence 
of  commercial  unity. 

It  is  noteworthy  that  the  Constitutional  Convention 
itself  grew  out  of  an  attempt  to  make  some  trade  adjust- 
ments among  states.  A  convention  at  Annapolis  had  met 
for  this  purpose  in  1786,  but  it  had  soon  adjourned 
owing  to  the  small  representation  present.  Its  successor, 
that  famous  conclave  of  "founding  fathers"  who  met  in 
Independence  Hall  in  Philadelphia  in  1787,  was  destined 
to  do  mighty  things.  Meeting  as  it  did  at  the  call  of  the 
previous  Annapolis  Convention,  it  naturally  interested 
itself  in  the  trade  relations  among  the  states ;  and  section 
9  and  10  of  Article  I  of  the  new  Constitution  provided 
for  free  trade  throughout  the  limits  of  the  new  republic. 
This  was  one  of  the  many  instances  where  the  framers 
showed  a  native  gift  for  sensing  underlying  principles. 
The  predatory  exclusiveness  on  the  parts  of  the  states 
had  taught  them  their  lesson.  But  this  particular  provi- 
sion turned  out  to  have  an  even  greater  significance  than 
they  could  then  have  realized. 

The  United  States,  starting  thus  as  a  free-trade  area, 
soon  became  protectionist  in  its  international  viewpoint. 
It  is  as  if  the  country  itself  were  illustrating  the  shallow 
saying  that  "logically  no  thinking  man  can  be  anything 
but  a  free-trader,  practically  he  can  continue  in  business 
only  under  some  form  of  protectionism."  The  individual 
states  were  free-traders,  the  thirteen  together  (increasing 
eventually  to  forty-eight)  were  protectionist. 

This  dual  attitude  toward  trade  has  shown  variations 
with  the  development  of  the  country.  Such  small  groups 
as  bankers  and  importers  have  alone  remained  true  to  the 
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free-trade  principle.  Protectionist  New  England  has  modi- 
fied its  views  whenever  it  yearned  for  export  business  and 
wanted  means  for  getting  it  paid  for;  the  plantation 
South  turns  protectionist  as  it  builds  cotton  mills  and 
sugar  refineries. 

At  first  these  colonies  were  exporters  of  raw  materials. 
And  for  many  years  cotton,  tobacco,  rice  and  similar 
products  made  up  most  of  the  outbound  commerce.  The 
dried  codfish,  which  came  to  play  so  dramatic  a  part  in 
our  foreign  trade  development,  and  the  Medford  rum, 
and  other  characteristic  export  products  of  a  nonagricul- 
tural  nature  were  all  children  of  necessity  rather  than 
gifts  of  nature,  with  the  economic  qualities  of  "compara- 
tive advantage"  to  serve  as  a  basis  for  their  export 
shipment. 

Even  in  recent  times  our  export  business  is  mainly 
based  on  natural  raw  material  supplies.  While  there  are 
about  450  million  dollars'  worth  of  manufactures  ex- 
ported, many  of  our  exports  of  manufactures  are  either 
patented  devices  like  typewriters  or  mass-production 
goods  like  automobiles.  These,  and  the  manufactures  of 
our  natural  products  such  as  copper,  petroleum,  or  meat 
products,  are  our  chief  exports  of  manufactures.  We 
export  the  surplus  of  our  production  turned  out  mainly 
for  domestic  use. 

REACHING  INTO  OTHER  BACK  YARDS 

This  brief  reference  to  the  interweaving  of  the  political 
and  economic  history  of  this  country  serves  to  make  it 
clear  that  when  the  desire  for  satisfactory  living  turns 
from  one's  own  back  yard  to  supplement  its  meager  out- 
put, there  follow  consequences  of  a  sweeping  sort.  Trade 
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becomes  interstate,  which  implies  rivalry  of  interest;  it 
becomes  national,  which  implicates  governments ;  and  then 
it  takes  on  international  aspects  and  one  finds  himself  in 
touch  with  Hankow,  Uganda,  or  the  Malabar  Coast. 

International  trade,  for  the  United  States,  has  not  kept 
pace  with  internal  growth.  It  now  has  a  secondary  place 
in  our  economic  interest.  Such  of  it  as  we  do  (in  both 
exports  and  imports)  is  dependent  less  on  fixed  national 
economic  policy  than  on  the  underlying  interzonal  urge 
for  certain  creature  comforts.  And  on  this  interzonal 
trade  has  been  superimposed  a  form  of  traffic  having  no 
adequate  economic  reason  for  being — a  traffic  built  on 
contacts. 

Concerning  the  interzonal  urge  as  translated  into  inter- 
national commerce  two  broad  generalizations  are  reason- 
ably safe  and  accurate: 

1.  The  tropic  portion  of  the  world  needs,  first,  a  market  for  its 
products  (mainly  vegetable)  growing  lavishly;  and,  second, 
it  needs  energy,  ideas,  and  capital  to  enable  the  people  to 
create  more  negotiable  wealth  from  other  natural  resources, 
many  of  which  still  are  dormant. 

2.  The  temperate  zones  need,  first,  complementary  commerce 
by  which  each  country's  own  defects  in  resources  can  be 
most  economically  supplied  from  other  parts  of  the  world; 
second,  new  ideas  and  new  capital  for  development  of  the 
natural  resources  at  home;  and  third,  new  capital  and  suit- 
able men  to  unlock  the  natural  resources  and  add  to  the 
wealth  of  the  tropics. 

International  trade,  therefore,  becomes  largely  a  series 
of  individual  transactions  back  of  which  lie  these  com- 
paratively simple  interzonal  urgings. 
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For  the  tropics  the  main  movement  is  fairly  simple. 
Tropical  products — tea,  coffee,  rubber — flow  toward  the 
economically  more  competent  North  Temperate  Zone.  In 
return  goes  capital,  power  equipment,  mining  machinery 
and  human  energy  adding  to  the  ability  of  the  tropics 
eventually  to  send  out  a  greater  variety  of  products  and, 
hence,  to  buy  more. 

The  temperate  zones  (and  particularly  the  North 
Temperate  Zone)  in  international  trade  present  a  more 
complex  picture.  There  is  the  reverse  of  this  tropical 
stream  of  imports  and  exports,  and  thus  far  even  more 
important  has  been  the  interchange  of  commodities  within 
the  zone.  This  latter  interchange  in  turn  is  of  two  general 
sorts.  The  first  is  the  trade  due  to  what  economists  refer 
to  as  "comparative  advantage."  One  country  can  produce 
cotton  more  cheaply  or  more  easily  than  another,  so  it 
grows  cotton  and  sells  it  in  other  countries  which  can 
produce  something  else  with  greater  skill,  or  with  some 
other  "comparative  advantage."  In  total  volume  and 
value  this  sort  of  trade  represents  the  greater  part  of 
international  commerce. 

But  a  second  type  of  Temperate  Zone  trade  is  the 
commerce  which  for  want  of  better  description  may  be 
said  to  grow  out  of  contacts.  Anyone  who  will  take  the 
trouble  to  go  over  the  ship  manifest  (or  list  of  cargo)  of 
any  one  of  the  huge  fleet  of  North  Atlantic  liners  on  any 
voyage  will  be  impressed  by  the  enormous  number  of 
items  which  do  not  represent  any  "comparative  advan- 
tage" in  the  ordinary  sense.  Here  are  a  few  random  items 
of  the  sort  from  a  recent  manifest  of  a  vessel  bound  from 
New  York  to  a  British  port: 
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Proprietary  medicines  Lubricating  oils 

Canned  vegetables  Toilet  paper 

Canned  fruit  Typewriters 

Clothespins  Adding  machines 

Woodenware  Soap 

Lumber  Electrical  supplies 

The  variety  of  goods  coming  to  the  United  States  from 
Europe  in  a  constant  stream  is  equally  indicative  of  the 
merchandise  interchange  within  the  North  Temperate 
Zone.  For  example,  a  steamship  arriving  from  France  on 
a  recent  voyage  brought  5  separate  shipments  of  drugs, 
chemicals,  perfumes  and  dyestuffs,  11  shipments  of  hides, 
leathers  and  skins,  8  shipments  of  paper  and  paper  stock, 
4  shipments  of  foodstuffs,  including  cheese,  sardines  and 
pepper,  10  shipments  of  glass  and  glassware,  97  ship- 
ments of  dry  goods  and  textiles,  including  piece  goods, 
braids,  gowns,  hats,  linens,  laces,  trimmings,  socks,  berets, 
corsets,  gloves,  artificial  flowers  and  carpets.  In  addition 
to  these  classified  items  there  were  about  1W  individual 
shipments  of  miscellaneous  items  including  books,  candy, 
furniture,  musical  instruments,  automobile  parts,  optical 
instruments,  woodwork,  clocks,  machinery  and  engravings 
— all  of  the  type  produced  in,  and  even  exported  from, 
the  United  States. 

Manifests  covering  current  shipments  from  other  Euro- 
pean countries  represent  similar  miscellaneous  assort- 
ments. These  and  literally  hundreds  of  other  everyday 
items  make  it  clear  that  the  principle  of  "comparative 
advantage"  does  not  account  for  all  the  important  items 
of  international  trade.  Mere  contact,  ease  of  traffic  flow, 
familiarity,  or  so  slight  an  economic  motive  as  personal 
friendships  may  account  for  substantial  movements  of 
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goods.  And  to  all  these  noneconomic  motives  for  trade 
should  be  added  aggressive  selling. 

The  aggregate  of  foreign  trade  of  the  United  States 
resulting  from  all  these  motives  is  large.  But  in  the  matter 
of  international  exchange  of  merchandise  the  position  of 
the  United  States  always  has  been  enormously  important 
to  other  parts  of  the  world,  but  almost  incidental  to  the 
country  itself. 

LARGEST   FREE-TRADE  AREA 

Our  production  and  distribution  methods  are  based 
almost  wholly  on  the  fact  that  the  United  States  is  the 
most  populous  contiguous  free-trade  market  on  the  globe 
now,  or  at  any  previous  time,  unless  we  except  the 
U.S.S.R.  Having,  as  we  do,  a  present  population  of  123 
millions  with  larger  per  capita  purchasing  power  than 
is  to  be  found  in  any  other  important  commercial  country, 
our  export  and  import  trade  in  manufactures  falls  into 
a  position  of  relative  unimportance  in  our  normal  proc- 
esses of  sustaining  economic  existence.  When  our  exports 
were  at  their  highest,  they  amounted  to  only  6  per  cent 
of  our  national  income.  This  figure  should  be  contrasted 
with  that  of  15  per  cent  for  Italy  and  of  20  per  cent  for 
the  United  Kingdom,  and  about  the  same  percentage  for 
Japan  and  Germany.  For  nearly  all  other  important  com- 
mercial countries  the  percentage  was  higher. 

To  put  it  another  way,  our  export  business  in  raw  and 
manufactured  products  represented  a  figure  which,  while 
large  in  comparison  with  the  export  business  of  most  coun- 
tries, was  relatively  small  among  our  sources  of  economic 
gain.  We  gave  away  in  charities,  qut  of  our  national 
wealth,  with  no  expectation;  ol  payment,  more  than  the 
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total  amount  of  our  export  business.  The  matter  of  inter- 
national settlements  for  ordinary  commercial  transactions, 
while  intrinsically  important,  thus  becomes  for  this  coun- 
try a  less  pressing  problem  than  it  is  for  many  countries 
whose  internal  retail  trade  does  not  mount  up,  as  ours 
does,  to  over  50  billion  dollars.  And  our  450  million  dol- 
lars' worth  of  purely  competitive  manufactures  exported 
has  less  significance  in  our  economic  life  than  is  often 
given  to  it. 

What  this  relative  position  of  our  domestic  and  inter- 
national trade  relations  does  make  vastly  important  is 
that  there  should  be  developed  in  the  conduct  of  our 
domestic  commerce  such  technique  and  skills  as  will  repre- 
sent a  minimum  of  drain  on  our  resources.  If  we  can 
conduct  our  domestic  trade  more  efficiently,  this  reduc- 
tion of  waste  may  become  an  important  source  of  strength 
in  our  future  international  relations.  If  in  the  conduct  of 
our  domestic  business  we  could  develop  really  efficient 
trading  methods,  our  national  wealth  is  quite  as  likely  to 
be  increased  by  the  ideas  of  marketing  skill  which  we 
export  as  by  merchandise  shipment. 

IDEAS  FOR  EXPORTATION 

It  is  apparently  a  mistake,  in  attempting  to  formulate 
ideas  of  commerce  on  a  planet-wide  scale,  to  stop  with 
the  interchange  of  goods,  or  even  money.  People,  ideas, 
capital,  methods  are  all  a  part  of  the  capacity  of  a  country 
to  produce  exchangeable  wealth.  The  tropics,  without  fear 
of  depletion,  can  send  their  coffee,  rubber  and  tea  into 
the  temperate  zones  if  in  return  they  get  such  merchan- 
dise as  they  can  usue  and, such  ideas,  equipment  and  men 
as  will  keep  their  production  on \\h&  .increase.  The  Tern- 
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perate  Zone  countries  similarly  get  rich  or  grow  poor  by 
interchanging  with  each  other  not  merely  goods,  but  all 
those  other  fruits  of  contact  from  which  grow  new  and 
more  productive  relations  of  population  to  resources. 

Commerce  in  goods  may  be  represented  by  figures,  a 
million,  ten  million  or  a  billion  dollars.  Ideas,  methods, 
devices,  released  resources  are  more  difficult  to  cast  in 
dollars.  But  if  this  could  be  done,  the  real  money  equiva- 
lents would  be  so  huge  that  they  probably  would  dwarf 
the  merchandise  interchange.  International  traffic  in 
goods  has  been  made  the  subject  of  much  economic  and 
social  reasoning;  but  the  similar  traffic  in  ideas  is  by  no 
means  as  well  considered.  If  ideas  (and  particularly  ideas 
about  resources  and  production  of  merchantable  goods 
from  them)  have  become  the  solid  third  element  in  na- 
tional motivation,  why  should  we  not  know  more  about 
the  economic  and  social  aspects  of  idea-interchange? 

The  picture  presented  by  the  current  international  re- 
lations of  the  United  States  in  investments,  commerce, 
travel,  borrowing,  lending  and  communication  is  a  com- 
plex one.  In  contrast  with  it  we  ought  to  recall  the  corre- 
sponding picture  of  a  century  ago.  Our  national  resources 
then  were  comparable  with  those  now  to  be  found  in  many 
of  the  less  developed  parts  of  the  world  as  we  know  it. 
All  trade  then  was  traffic  in  merchandise,  gold  or  slaves. 
Ideas  circulated  only  with  difficulty,  and  constructive  in- 
vestment was  wholly  absent.  These  backward  places  of  the 
world  now  may  not  be  intrinsically  as  rich  as  our  favored 
region  was,  they  may  be  richer;  but  at  least  many  of 
them  are  as  rich  as  this  region  was  then  thought  to  be. 
What  has  happened  in  the  United  States  may  not  be 
duplicated  precisely  anywhere  else,  but  Australia,  Central 
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Africa,  Siberia,  South  America  and  Asia  Minor  are  all 
in  process  of  having  their  natural  resources  made  useful ; 
and  some  of  the  more  populous  countries  also  are  fated 
to  experience  a  readjustment  of  people  to  resources.  But 
what  is  more  significant  still  is  the  fact  that  new  ideas 
about  resources,  and  their  use,  now  can  circulate  swiftly 
and  freely.  The  flow  of  ideas  has  started.  The  radio  has 
given  it  a  huge  impetus.  When  this  commerce  in  ideas 
becomes  completely  free  many  of  the  worst  ills  of  the 
world  will  be  cured.  Resources  will  be  employed  intelli- 
gently, people  will  be  fitted  more  adequately  into  their 
environment.  The  world  will  be  a  better  habitation. 

STANDARDS   OF   LIVING 

Commerce,  production,  all  business,  and  all  human  con- 
tacts until  now  have  been  crippled  by  incomplete  knowl- 
edge of  products  and  needs.  A  surplus  production  of 
30,000,000  bags  of  Brazilian  coffee  (nearly  two  years' 
supply)  leaves  us  wondering  at  the  lack  of  foresight 
which  produced  it,  and  hunting  for  some  change  in  coffee 
consumption  which  will  use  it  up  while  it  is  still  edible. 
This  situation  need  never  have  arisen.  The  United  States 
has  a  surplus  of  two  hundred  million  bushels  of  wheat 
while  in  China  a  third  of  the  population  is  hungry.  Eng- 
land has  miners  starving  or  fed  by  the  dole,  and  coal 
mines  idle  and  bankrupt,  while  thousands  of  people  shiver 
over  a  little  black  grate  burning  a  hole  in  the  chill  of  a 
great  house.  These  are  random  instances  of  faulty  knowl- 
edge of  the  relation  between  goods  and  needs. 

It  is  curiously  bad  adjustment  between  supply  and 
demand  which  has  given  rise  to  so  much  talk  about  a 
planned  economy.  We  are  beginning  to  wonder  whether 
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there  is  not  some  way  to  make  the  output  better  fit  the 
needs  of  the  consuming  public — again  our  three-cornered 
problem  of  people,  resources  and  ideas  about  resources. 

Here  in  this  great  section  of  the  most  favored  area  for 
human  habitation  we  have  removed  many  of  the  restric- 
tions on  the  free  circulation  of  goods  and  ideas,  and  yet 
we  continue  to  do  badly  many  of  the  things  we  ought  to 
do  well. 

The  superabundance,  and  the  efficiency  of  our  produc- 
ing equipment  need  no  new  proof.  Why  not  adjust  pro- 
duction more  accurately  to  consumption  instead  of  trying 
to  reform  and  readjust  both?  Perhaps  it  is  not  a  Moses 
or  a  master  plan  that  we  need  at  all;  perhaps  it  is  not 
even  a  collection  of  boards  or  commissions  of  supermen. 
The  real  solution,  as  we  shall  attempt  to  show,  seems  to 
be  the  development,  and  the  spreading  among  producers 
and  sellers,  of  a  more  certain  knowledge  of  the  public 
will  as  expressed  in  consumer  purchases;  and  a  more 
skillful  adjustment  of  production  to  this  will.  And  it  is 
our  conviction  that  this  cannot  be  done  by  any  super- 
imposed authority  as  effectively  as  it  can  by  those  whose 
economic  life  depends  on  doing  a  reasonably  competent 
job  of  making  things  and  getting  them  to  people. 

One  thing  we  are  beginning  to  be  conscious  of  in  ad- 
vance of  most  of  the  rest  of  the  world.  Namely,  that  people 
express  their  aims  in  life  quite  as  earnestly  in  their  stand- 
ards of  living  as  they  do  in  their  government,  "Standards 
of  Living,"  thus  viewed,  are  not  merely  a  hope  to  be 
fought  for  by  labor ;  they  are  not  a  shibboleth  to  be  used 
in  protective  tariff  arguments,  nor  are  they  a  cant  phrase 
of  the  uplifter.  They  are  of  the  essence.  For  their  preser- 
vation and  elevation  the  whole  economic  structure  exists, 
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they  are  the  only  justification  for  government,  and  they 
are  the  feasible  basis  for  any  workable  social  order.  If 
"standards  of  living"  thus  have  moved  to  the  front  in 
economics,  in  government  and  in  the  social  order  in  this 
greatest  of  free-trade  areas,  it  necessarily  follows  that 
any  producer  who  does  not  build  his  plans  of  operation 
on  what  consumption  calls  for  as  expressed  in  living  stand- 
ards has  chosen  his  foundation  badly.  It  seems  to  be  neces- 
sary to  repeat  this  thought  many  times.  The  only  hope 
for  continuing  in  business  in  these  days  is  to  keep  sensi- 
tive to  the  wants  of  the  consumer  in  his  pursuit  of  living 
standards,  and  to  be  able,  willing  and  ready  to  satisfy 
them. 


Chapter  III 
THE  PLACE  FACTOR  IN  SATISFACTORY  LIVING 

Herein  lies  the  whole  story.  Races  who  have  no  wants  are 
always  poor. 

— Honore  de  Balzac,  "Le  M6decin  de  Campagne" 

"Satisfactory  living"  has  a  widely  different  meaning  in 
different  places.  On  the  upper  reaches  of  the  Amazon, 
in  New  York  City,  in  London,  in  Paris,  in  Vienna  or  in 
Moscow  it  takes  on  color  from  the  place.  Much  of  the 
difference  is  imposed  by  the  physical  environment  and 
those  other  elements  of  "place"  which  so  largely  shape  the 
details  of  human  life,  and  make  the  isolated  or  home- 
staying  person  so  different  from  his  fellow  being  who 
has  contacts. 

The  failure  of  the  London  Economic  Conference  was 
a  disappointing  setback  for  the  international  idea.  But 
back  of  the  specific  failure  to  agree  on  the  relative  im- 
portance of,  and  the  logical  order  for,  consideration  of 
topics  for  discussion  was  a  fundamental  incompatibility 
of  attitudes  toward  things  and  people.  These  real  reasons 
for  disagreement  are  rooted  in  geography. 

In  the  Carboniferous  Age  all  the  land  area  of  the  world 
is  supposed  to  have  been  united  in  one  continent — Pangea. 
If  we  could  imagine  all  this  area  as  being  reassembled 
and  fitted  with  easy  transportation  and  other  devices  pro- 
moting unity  and  uniformity,  and  if  at  the  same  time  it 
could  be  so  equipped  with  soil,  climate  and  other  resources 
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that  all  the  different  races  of  people  were  perfectly  self- 
contained  or  mutually  complementary,  the  world  prob- 
ably would  become  quite  comfortable  and  wholly  peaceful. 
In  fact,  except  for  the  petty  internal  quarrels  of  indi- 
viduals with  each  other,  it  would  be  a  serene,  and  rather 
dull,  place.  But  that  is  not  the  way  the  world  is  now  set 
up.  New  elements  of  unity  are  introduced  from  time  to 
time,  but  it  is  a  safe  guess  that  nobody  now  living  will 
see  general  international  unity,  even  figuratively,  except 
in  limited  fields.  It  is  too  much  to  expect  that  these  vari- 
ous and  differing  peoples  will  not  keep  on  differing,  and 
hating,  and  plotting  and  trading;  the  most  we  can  hope 
for  is  that  no  important  ones  among  them  will  start  shoot- 
ing shells  and  throwing  chemicals  at  each  other. 

International  goodwill  is  no  longer  a  relationship  set 
up  and  kept  alive  by  diplomats.  In  these  days  it  is  a  by- 
product of  daily  personal  contacts  in  mutually  profitable 
private  transactions.  Java  did  not  buy  15,000  American 
motorcars  in  recent  years  because  the  Javanese  liked  fair 
faces.  There  were  in  Java  about  15,000  individual  people 
who  wanted  motorcars  and  liked  what  American  salesmen 
had  to  offer  them.  We  have  no  longer  any  choice  as  to 
whether  we  shall  trade  with  the  rest  of  the  world.  People 
will  travel,  ideas  will  spread  and  trade  is  inevitable.  To 
the  natural  incentives  are  added  those  arising  from 
contacts. 

If  we  ever  do  arrive  at  a  thoroughly  unified  inter- 
nationalism it  will  not  be  created  by  fiat  or  by  wishful 
thinking.  It  will  not  be  created  at  all ;  it  will  grow  out  of 
contacts  resulting  from  thought  habits  concerning  people 
and  things.  But  in  the  meantime  a  great  part  of  com- 
merce, and  of  international  relations,  still  is  based  largely 
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on  geography.  The  familiar  contrast  between  the  tropics 
and  the  temperate  zones  makes  this  point  clear. 

GEOGRAPHY  AND  CREATIVE  IDEAS 

The  tropics,  or,  in  other  words,  the  sixty  degrees  of 
latitude  lying  between  SO  degrees  South  and  30  degrees 
North  of  the  equator,  include  about  two-fifths  of  the 
world's  land  area.  These  regions  have  somewhat  less  than 
three-fifths  of  the  population  (perhaps  50  per  cent) .  If  we 
list  the  countries  embraced  in  these  tropical  areas,  we 
have  before  us  mainly  pictures  of  people  in  whose  lives 
climate  has  dealt  unkindly  with  human  energy.  Usually, 
in  these  regions  bare  existence  is  easy;  but  in  most  of 
them  the  insect  life,  plant  life,  and  animal  life  are  so 
active  that  human  beings  find  it  difficult  to  achieve  much 
more  than  this  bare  existence.  But,  whether  bare  human 
living  is  easy  or  difficult  in  the  tropics,  human  energy 
comes  off  badly  in  any  climate  with  a  summer  temperature 
rising  for  long  periods  above  what  has  been  called  the 
"physical  optimum"  of  64  degrees  Fahrenheit.  Thought, 
by  a  person  who  is  slowed  down  physically,  is  likely  to 
take  the  form  of  dreaming.  It  may  be  that  this  is  the 
reason  the  tropics  have  contributed  the  most  elaborate 
philosophies.  The  characteristic  ideas  of  the  tropics  are 
conservative.  They  seldom  are  economically  creative. 

These  sixty  degrees  of  latitude  include  all  of  Africa 
except  the  extreme  north  and  south  fringes ;  all  of  South 
America  except  the  narrow  end  of  the  continent  south  of 
the  Parana  River;  the  northern  two-thirds  of  Australia; 
all  of  the  Philippines  and  East  Indies ;  Indo-China, 
Burma,  India  and  Arabia;  Mexico  and  the  Caribbean 
countries  and  a  part  of  Florida  and  of  the  Gulf  Coast 
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of  the  United  States.  This  catalogue  includes  no  country 
whose  people  have  "mastered"  their  natural  resources  in 
a  modern  sense. 

In  the  tropics,  whatever  adaptation  of  people  to  natural 
resources  has  taken  place  in  any  large  and  constructive 
way  has  been  at  the  instigation  of  people  from  the  North 
Temperate  Zone ;  and  usually  it  has  been  financed,  largely 
or  altogether,  by  capital  from  the  North  Temperate 
Zone.  The  tea  plantations  of  India,  the  rubber  planta- 
tions of  Ceylon,  the  oil  industry  of  Sumatra,  the  gold 
mines  of  Australia,  the  copper  mines  of  Peru,  the  banana 
plantations  of  Central  America,  and  the  Congo  rubber 
business  all  answer  this  description. 

In  each  of  the  tropical  countries  "within  the  thirties" 
the  underlying  situation  is  similar.  The  birth  rate  is  high, 
existence  is  simple,  human  energy  is  low,  resources  whose 
utilization  calls  for  the  use  of  mechanical  power  are 
underdeveloped;  and  hence  poverty  is  the  characteristic 
state  of  the  people.  The  exceptions  are  those  few  rare 
instances  of  development  of  resources  by  natives  with 
temperate  zone  ideas,  and  the  far  more  common  develop- 
ment by  men  and  money  from  the  North  Temperate 
Zone. 

THE  TEMPERATE  ZONES  AND  BIG  IDEAS 

The  two  temperate  zones  extending  from  this  central 
tropical  belt  to  the  60th  parallels,  north  and  south,  pre- 
sent two  pictures  very  different  from  the  tropics,  and 
from  each  other.  The  South  Temperate  Zone  has  rela- 
tively little  land  area,  but  what  there  is  has  both  interest 
and    promise.    The    richer    part    of    Argentina,    all    of 
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Uruguay,  the  southern  half  of  Chile,  southern  Cape 
Colony,  the  southern  third  of  Australia  and  all  of  Tas- 
mania and  New  Zealand  make  up  the  list.  This  is  not  a 
large  catalogue,  but  these  South  Temperate  countries  are 
all  inhabited  by  an  energetic  and  resourceful  population 
which  is  engaged  in  an  intelligent  effort  to  turn  to  best 
account  the  natural  resources  of  the  homelands. 

Nearly  all  the  rest  of  the  inhabited  world  lies  in  the 
North  Temperate  Zone.  Most  of  Asia  (all  of  it,  in  fact, 
except  the  countries  already  listed  as  being  in  the 
tropics),  practically  all  of  Europe,  southern  Canada  and 
the  United  States  make  up  this  list.  The  only  other  part 
of  Europe  outside  of  this  zone  is  that  extreme  northern 
portion  of  Scandinavia  which  lies  in  the  Frigid  Zone,  but 
is  warmed  by  the  Gulf  Stream  so  that  it  belongs,  climati- 
cally, below  the  line  60. 

Most  of  the  world's  industrial  development,  most  of 
the  important  inventions,  most  of  its  human  creative  ac- 
tivities, most  of  its  modern  ideas  and  political  experi- 
mentation have  originated  in  this  North  Temperate  Zone. 
In  it  are  to  be  found  nearly  all  the  civilizations  which  in 
rising  and  falling  have  made  up  human  history.  China  is 
here,  the  home  of  an  ancient  civilization,  later  overrun 
by  wild  men  from  the  interior.  Japan  is  another  North 
Temperate  country.  Asia  Minor,  North  Egypt,  Carthage, 
Greece,  Rome,  Venice,  Genoa,  Spain,  France,  Holland, 
Great  Britain,  Germany,  much  of  the  Soviet  Republic, 
most  of  Canada  and  the  United  States  all  lie  in  this  rela- 
tively narrow  belt  around  the  temperate  part  of  the 
Northern  Hemisphere.  This  narrow  belt  is  the  home  of 
what  we  call  civilization. 


THE  PLACE  FACTOR  IN  SATISFACTORY  LIVING     37 

ECONOMIC  ENTERPRISES 

Climate,  soil,  accessibility  and  all  the  other  elements  in 
geographic  environment  may  help  to  foster  the  spark  of 
creative  thought  and  may  make  its  application  more  pro- 
ductive ;  but  the  creative  spark  itself  is  something  which 
eludes  environmental  explanation.  It  is  not  until  human 
intelligence  and  some  form  of  humanly  directed  energy 
combine  to  produce  modifications  of  nature's  gifts  that 
there  is  any  new  "wealth"  created.  And  this  combination 
of  intelligence  and  humanly  directed  energy  (up  to  this 
time  at  least)  appears  to  have  been  called  out  most  effec- 
tively by  individual  enterprise  prompted  by  the  hope  of 
satisfactory  gain.  Government  policy  and  national  advan- 
tage result  from  these  individual  economic  undertakings. 
They  are  the  results  and  not  the  cause  of  foreign  invest- 
ment and  trade,  and  they  have  as  an  essential  feature  a 
large  element  of  mutual  profit,  individual  and  national. 

For  any  satisfactory  discussion  of  economic  progress 
these  elemental  geographic  factors  must  serve  as  a  back- 
ground. There  can  be  no  adequate  explanation  of  the 
United  States  and  its  commerce,  at  home  and  abroad, 
without  keeping  the  discussion  within  the  frame  set  by 
geographic  environment  for  our  economic  development, 
our  governmental  system  and  our  social  organization.  As 
a  country  we  have  had  a  better  "Chance  to  Live"  than 
have  many  others.  Imperfect  as  our  economic  system  is, 
it  has  had  its  good  points ;  and  in  the  main  we  have  been 
inclined  to  suspect  of  being  lazy  or  unadaptable  anyone 
who  could  not  find  a  niche  for  himself.  But  just  lately, 
with  large  numbers  of  willing  workers  unable  to  find  a 
suitable  task,  we  have  begun  to  wonder  whether,  after 
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all,  we  do  not  need  some  sort  of  change.  Those  without 
a  niche  have  become  too  numerous  to  be  accidents  or  mere 
misfits,  their  clamor  for  a  satisfactory  life  is  getting  just 
a  little  on  our  nerves.  We  have  reached  the  stage  in 
which  we  are  ready  to  call  for  a  "new  social  order"  to  set 
everything  right;  but  we  have  not  yet  been  brought  to 
face  squarely  the  extremely  personal  nature  of  the  changes 
for  which  we  are  disposed  to  be  quite  receptive.  We  do 
not  yet  realize  what  it  would  really  mean,  if  it  should 
turn  out  that  correction  of  the  present  evils  will  not  come 
by  law,  nor  by  dictatorial  fiat,  nor  by  mass  action,  but 
only  by  individual  improvement  in  our  attack  on  the 
problems  concerned  with  getting  and  using  a  chance  to 
live  a  satisfactory  life  for  each  person  according  to  his 
own  taste. 


Chapter  IV 
ECONOMICS,  GOVERNMENT  AND  LIFE 

The  problem  of  social  aims  takes  on  new  forms  in  every  age; 
but  underlying  all  there  is  the  one  fundamental  principle:  viz., 
that  progress  mainly  depends  on  the  extent  to  which  the  strongest, 
and  not  merely  the  highest,  forces  of  human  nature  can  be 
utilized  for  the  increase  of  social  good.  There  are  some  doubts 
as  to  what  social  good  really  is;  but  they  do  not  reach  far 
enough  to  impair  the  foundations  of  this  fundamental  prin- 
ciple. For  there  has  always  been  a  substratum  of  agreement 
that  social  good  lies  mainly  in  that  healthful  exercise  and 
development  of  faculties  which  yields  happiness  without  pall, 
because  it  sustains  self-respect  and  is  sustained  by  hope.  No 
utilization  of  waste  gases  in  the  blast  furnace  can  compare  with 
the  triumph  of  making  work  for  the  public  good  pleasurable 
in  itself,  and  of  stimulating  men  of  all  classes  to  great  endeavours 
by  other  means  than  that  evidence  of  power  which  manifests 
itself  by  lavish  expenditure.  We  need  to  foster  fine  work  and 
fresh  initiative  by  the  warming  breath  of  the  sympathy  and 
appreciation  of  those  who  truly  understand  it;  we  need  to  turn 
consumption  into  paths  that  strengthen  the  consumer  and  call 
forth  the  best  qualities  of  those  who  provide  for  consumption. 
Recognizing  that  some  work  must  be  done  that  is  not  ennobling, 
we  must  seek  to  apply  the  growing  knowledge  and  material 
resources  of  the  world  to  reduce  such  work  within  narrow  limits, 
and  to  extirpate  all  conditions  of  life  which  are  in  themselves 
debasing.  There  cannot  be  a  sudden  improvement  in  man's  con- 
ditions of  life ;  for  he  forms  them  as  much  as  they  form  him,  and 
he  himself  cannot  change  fast;  but  he  must  press  on  stead- 
fastly towards  the  distant  goal  where  the  opportunities  of  a 
noble  life  may  be  accessible  to  all. 

— Alfred   Marshall,    "Industry   and  Trade,"   Part   III, 

pages  664-5 

In  his  radio  address  to  the  American  people  on  July  £4, 
1933,  concerning  the  economic  recovery  program,  Presi- 
dent Franklin  D.  Roosevelt  complimented  the  sagacity 
of  the  American  people  and  expressed  his  lack  of  sym- 
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pathy  for  certain  "professional  economists"  in  the  follow- 
ing terms: 

The  essence  of  the  plan  is  a  universal  limitation  of  hours  of 
work  per  week  for  any  individual  by  common  consent,  and  a  uni- 
versal payment  of  wages  above  a  minimum,  also  by  common  con- 
sent. I  cannot  guarantee  the  success  of  this  nation-wide  plan,  but 
the  people  of  this  country  can  guarantee  its  success. 

I  have  no  faith  in  cure-alls,  but  I  believe  that  we  can  greatly 
influence  economic  forces/  I  have  no  sympathy  with  the  profes- 
sional economists  who  insist  that  things  must  run  their  course 
and  that  human  agencies  can  have  no  influence  on  economic  ills. 
One  reason  is  that  I  happen  to  know  that  professional  economists 
have  changed  their  definition  of  economic  laws  every  five  or  ten 
years  for  a  very  long  time. 

But  I  do  have  faith  and  retain  faith  in  the  strength  of  common 
purpose,  and  in  the  strength  of  unified  action  taken  by  the  Amer- 
ican people. 

Time  will  demonstrate  whether  the  President  and  his 
venturesome  advisers  are  right,  and  whether  recovery  can 
best  be  wooed  by  statute,  or  whether  recovery  and  social 
reform  can  both  be  had  by  way  of  political  experi- 
mentation. 

The  Common  Purpose  of  the  American  People  as  it 
expresses  itself  day  by  day  in  acquiring  the  elements  for 
satisfactory  living  is  the  focal  point  in  our  discussion. 
The  President's  apparent  low  opinion  of  certain  "profes- 
sional economists"  does  not  alter  the  fact  that  what  he  is 
discussing  is  based  on  principles  accepted  for  a  long  time 
by  many  of  them,  with  only  such  changes  in  external 
expression  as  expanded  knowledge  may  have  dictated.  The 
belief  that  less  production  per  worker  can  lift  us  out  of  a 
depression  is  a  fallacy,  still,  in  spite  of  official  sanction ; 
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and  so  is  the  idea  that  raw  materials  and  labor  costs  can 
be  increased  without  at  least  a  corresponding  increase  in 
the  "cost  of  living."  But  what  interests  us  most  at  this 
point  is  the  recognition  the  President  gives  to  the  power 
of  the  Common  Purpose  in  economic  matters.  So  long  as 
promotion  of  the  general  welfare  remains  the  chief  aim  of 
the  governmental  program,  mistakes  in  theory  will  no 
doubt  be  corrected  eventually.  It  will  become  evident  in 
time  that  we  cannot  grow  richer  by  producing  less,  or  by 
inviting  others  to  take  away  our  markets  for  our  surplus 
cotton. 

PUBLIC  OPINION  AS  AN  EXPRESSION 
OF  LIVING  PRACTICE 

Public  opinion,  by  which  the  President  hopes  to  be 
guided,  is  something  more  than  devotion  to  any  political 
theory  or  willingness  to  support  a  political  party.  It  is, 
fundamentally,  a  formulation  of  human  reactions  to  the 
processes  of  living.  Theories  of  government  are  of  su- 
preme importance  only  to  a  few  enthusiasts;  but  the 
business  of  satisfactory  living  is  the  one  great  life-and- 
death  matter  with  most  normal  people.  Anybody  with 
any  spirit  will  fight  to  make  his  life  easier,  will  die  for 
his  convictions  about  his  way  of  living  and,  what  is  more 
important  still,  he  will  live,  and  shape  his  life  habits,  to 
get,  or  preserve,  what  he  feels  to  be  a  satisfactory  way 
of  life. 

This  concept  of  public  opinion  is  more  significant  still 
when  it  is  realized  that  it  is  the  real  motive  driving  most 
human  activities.  It  not  only  controls  politics,  it  shapes 
business  mechanisms  and  methods  as  well. 

Nearly  every  step  in  the  progress  of  democratic  govern- 
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ment  has  thrown  into  the  foreground  such  questions  as: 
How  much  of  a  guide  to  legislation  is  the  mass  opinion 
of  the  people?  and  how  close  to  the  economic  require- 
ments of  the  case  can  legislation  be  counted  on  to  come? 
The  "consent  of  the  governed,"  if  it  is  the  basis  for  gov- 
ernmental powers,  is  now  something  more  tangible  than 
merely  sending  protests  to  legislators.  It  implies  satis-" 
factory  living. 

The  real  significance  of  the  recent  experiments  in  the 
partnership  of  the  producers,  the  government  and  the 
public  in  their  attack  on  economic  problems  is  brought 
out  when  we  put  this  concept  of  public  opinion  back  of 
the  history  of  industrial  legislation  as  we  have  had  it  in 
this  country. 

PUBLIC   OPINION   CRYSTALLIZED  IN   LAW 

Even  before  these  latest  governmental  experiments  in 
business  control,  there  have  been  many  efforts  to  reconcile 
these  three  elements  in  the  case:  the  people,  those  who 
undertake  to  serve  them  in  their  living  operations,  and 
those  who  express  their  current  views  in  laws.  The  tariff 
history  offers  one  case  in  point.  First  embarked  on  to 
enable  manufacturing  to  be  undertaken,  tariff  protection 
gradually  came  to  be  spoken  of  most  frequently  as  a  neces- 
sity for  preserving  the  American  wage  scale  and  living 
standards ;  and  then,  after  serving  as  a  device  for  securing 
sectional  privilege,  it  was  extended  to  agricultural  raw 
materials  because  the  "farm  lobby"  was  powerful,  and 
the  "farm  vote"  was  terrifying  to  men  who  yearned  to 
continue  as  lawmakers.  The  interests  of  the  consuming 
public  have  been  neglected  in  the  final  stage  of  this  his- 
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tory  even  more  completely  and  disastrously  than  in  the 
earlier  stages. 

Again  in  antitrust  legislation  we  have  a  series  of  re- 
adjustments of  the  relations  between  people  as  consumers, 
people  as  government  and  people  as  producers.  People 
increased  in  number ;  their  demands  on  the  resources  began 
to  be  met  in  increasingly  formal  manner  by  more  and 
more  highly  organized  undertakings  until  extortion  and 
conspiracy  became  oppressive.  Then  conspiracies  were 
prohibited,  trade  freedom  was  guaranteed,  and  this  prin- 
ciple started  on  its  round  of  readjustments.  Farm  products 
and  labor  were  exempted,  but  for  manufactures,  fisheries 
products  and  others  the  regulations  were  step  by  step 
made  more  stringent  until  at  last  even  desirable  agree- 
ments to  protect  the  public  from  downright  injustice  were 
no  longer  possible.  It  was  one  of  the  most  constructive 
features  of  the  Recovery  Act  that  it  suspended  these  anti- 
trust laws,  at  least  temporarily. 

The  same  sort  of  history  is  true  of  railway  legislation. 
Railways  were  needed ;  they  were  started  on  a  small  scale, 
they  were  combined  and  recapitalized,  and  they  grew  in 
efficiency,  safety  and  ability  to  serve  the  public.  Then 
abuses  developed — discrimination  between  shippers  or 
localities,  grafting  by  officials,  control  over  state  and 
Federal  lawmakers,  abuses  of  recapitalization  and  of 
financial  control.  Again  these  were  checked  by  laws  passed 
one  by  one,  or  in  groups;  until  finally,  with  new  forms 
of  competition  not  similarly  hampered  and  with  past 
actions  coming  in  for  payment,  the  railways  of  the  coun- 
try were  so  bound  down  that  they  could  with  difficulty 
operate  at  all.  Rates,  schedules,  service,  solicitation,  labor 
conditions,    wages,    financial    structure,    purchases    and 
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ownership  of  property  by  railways  are  all  subject  to 
restraints.  These  are  imposed  by  laws  each  of  which, 
when  passed,  was  supposed  to  have  corrected  some  sort 
of  abuse.  In  this  case,  again,  the  probable  solution  will 
have  to  be  recognition  of  the  fact  that  a  new  state  of 
affairs  has  developed, — that  the  people  have  new  needs; 
that  the  railroads  have  a  new  idea  of  their  relations  to 
the  people  and  the  lawmakers;  and  that  the  lawmakers, 
as  the  representatives  of  the  people,  are  less  sure  than 
formerly  of  the  possibility  of  correcting  moral  standards 
by  passing  laws. 

ECONOMIC  LEGISLATION  AND  POLITICS 

The  government  of  the  United  States  whenever  it  is 
securely  controlled  by  one  party  is  likely  to  go  far  in 
experimental  economic  legislation.  This  was  true  in 
1903-5,  before  Theodore  Roosevelt  lost  control  of  Con- 
gress. It  was  true  during  the  war  fever  of  the  Wilson 
administration,  and  it  is  true  again  in  the  first  months 
of  the  Franklin  Roosevelt  administration.  During  such 
times  plenty  of  regulative  legislation  is  passed,  and  usu- 
ally it  reflects  pretty  accurately  the  prevailing  state  of 
public  opinion.  The  real  test  of  the  value  of  these  acts  is 
a  matter  for  subsequent  development.  But  the  most  com- 
mon experience  is  that,  once  passed,  these  laws  prove 
much  more  durable  than  either  the  abuses  which  led  to 
their  passage  or  the  public  sentiment  which  they  express.* 

The  most  impressive  single  feature  of  this  record  of 
comparative  futility  of  government  regulation  is  the 
gradual  emergence  of  the  idea  that  it  is  the  real  object  of 
any  governmental  action  to  facilitate  human  living,  and 
not  merely  to  hamstring  enterprises,  even  though  they 
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may  be  engaged  in  predatory  abuse  of  their  power.  "To 
promote  the  general  Welfare"  as  a  political  phrase  was 
embedded  in  the  Preamble  to  the  Federal  Constitution. 
But  this,  under  the  new  conditions,  has  taken  on  a  wholly 
different  meaning.  It  now  involves  that  indefinite  concept 
known  as  the  "standard  of  living,"  it  implies  social  justice, 
the  preservation  of  opportunity  for  economic  comfort  if 
not  material  advancement;  and  hence,  it  carries  with  it 
ideas  of  purchasing  power,  preservation  of  property, 
monetary  stability,  and  freedom  to  live  in  conditions  of 
reasonable  economic  certainty.  This  is  the  American  ver- 
sion of  the  desire  to  live  satisfactorily. 

The  new  transfer  of  emphasis  from  political  fervor  to 
social  necessities  finds  illustration  in  the  Agricultural 
Adjustment  Act,  the  National  Industrial  Recovery  Act 
and  the  other  measures  which  have  been  part  of  the 
recovery  program  in  this  country  during  the  past  few 
years. 

Farm  prices  were  low — there  was  no  profit  in  single- 
farm  operation  or  in  the  crop  methods  of  the  forebears, 
therefore  farm  prices  must  be  and  were  raised  by  legisla- 
tive procedure.  Then  it  became  plain  that  products  made 
from  materials  raised  under  the  new  conditions,  and  taxed 
for  effecting  the  change,  could  not  be  sold  at  the  old 
price  levels. 

Similarly  it  was  plain  that,  if  thousands  of  workers 
were  unemployed,  one  way  to  get  them  back  to  work  was 
to  spread  the  existing  "quantity"  of  work  and  scale  up 
the  wages.  The  resulting  increase  in  prices  was  supposed 
to  come  out  of  manufacturers'  and  distributors'  profits; 
but  when  the  labor  costs  were  increased  by  several  times 
the  net  profit  of  even  normal  times,  prices  had  to  go  up — 
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or  plants  had  to  close  entirely.  Here  again  artificial 
legislative  steps  led  to  executive  orders,  and  these  to  more 
regulation,  until  the  structure  became  extremely  compli- 
cated. The  New  Deal  at  first  received  a  large  measure  of 
public  approval,  it  quickly  developed  its  own  set  of  evils, 
and  the  question  whether  it  will  eventually  accomplish  its 
purpose  or  not  will  depend  largely  on  certain  tidal  forces 
concerning  which  the  "professional  economists"  may  be 
able  to  supply  some  useful  knowledge  before  the  incident 
is  wholly  closed. 

The  experiment  now  being  tried  in  the  form  of  volun- 
tary regulation  of  industries  by  their  own  action  may 
take  care  of  the  new  conditions.  But,  beyond  this,  the 
new  conditions  impose  on  industries  the  necessity  for  de- 
veloping an  effective  technique  for  making  themselves 
more  intelligently  responsive  to  consumption  and  its  vari- 
ations. If  this  can  be  done  it  will  be  more  effective  than 
the  interposition  of  governmental  activity  ever  could  be. 
In  all  matters  having  to  do  with  what  they  require  for 
satisfactory  living,  the  public  as  consumers  express  them- 
selves more  swiftly,  accurately  and  effectively  than  they 
do  as  government. 

This  lack  of  synchronization  between  human  needs,  as 
expressed  in  willingness  to  buy  goods,  and  public  policy, 
as  expressed  in  laws  and  regulations,  is  the  great  defect 
in  any  arguments  favoring  a  planned  economy.  Few 
human  wants  or  needs  are  static.  The  desire  for  satisfac- 
tory living  takes  new  forms  with  great  swiftness.  In  food, 
housing,  clothing,  medication,  beverage  consumption,  re- 
ligion, hero-worship  and  many  other  activities,  we  prize 
our  freedom  to  change  swiftly  from  one  object  to  another. 
Any  planning  scheme  which  ignores  this  characteristic  of 
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swift  change  is  destined  to  prove  irksome ;  and  one  which 
adequately  regards  it  will  lose  most  of  the  advantages 
of  a  plan. 

Our  contention  is  that  no  form  of  planned  economy  can 
be  successful  in  making  life  more  agreeable  if  it  does  not 
keep  production  sensitive  to  changes  in  demand,  and  that 
this  sensitiveness  can  be  preserved  better  by  swift  individ- 
ual action  than  by  any  slow  and  ponderous  means  such  as 
superimposed  bureaucratized  planning. 

The  means  which  we  advocate  is  the  deliberate  and 
painstaking  cultivation  of  a  technique  for  keeping  sensi- 
tive to  the  public  will,  on  the  part  of  those  who  under- 
take to  satisfy  human  wants. 

Satisfactory  living,  in  short,  may  be  got  by  mass  action 
or  by  individual  action;  and  perhaps  no  man  can  say 
which  is  better  in  the  abstract.  But  concretely,  even  though 
mass  action  may  be  imperative  at  times  and  individual 
action  may  be  eclipsed  for  a  reason,  there  is  no  evading 
the  fact  that  the  lives  to  be  lived  are  fundamentally  indi- 
vidual lives.  The  changes  in  demand  by  these  individuals 
develop  swiftly,  the  changes  in  supply  must  be  kept  free 
to  respond  to  them  with  equal  swiftness. 


Part  II 
MASSED  ATTAINMENT   OF   SATISFACTORY  LIVING 


Chapter  V 

MASSED  VERSUS  INDIVIDUAL  ATTAINMENT  OF 
SATISFACTORY  LIVING 

We  need  not  lose  ourselves  in  fanciful,  legendary  and  unrealiz- 
able dreams;  but  if  we  do  not  utilize  our  present  difficulties  as 
opportunities  for  equally  adventurous  challenges  to  the  future, 
we  shall  deserve  to  be  recorded  as  a  generation  of  people  who 
possessed  many  things  but  lacked  courage  and  vision  for  high 
ventures. 

— Eduabd  C.  Lindeman,  "The  Meaning  of  Adult  Educa- 
tion," page  130 

Of  all  the  terms  which  have  developed  during  the  liberal- 
izing movement  of  the  past  few  years,  none  has  bitten 
in  more  deeply  than  the  expression  "social  order."  It 
differs  from  economics,  it  separates  itself  from  govern- 
ment, it  is  more  comprehensive  than  the  "standards  of 
living"  and  yet  it  is  not  easy  to  define  or  delimit.  To  the 
communist  it  means  the  abandonment  of  private  prop- 
erty, to  the  socialist  it  implies  the  conduct  of  all  enter- 
prises for  the  common  good,  to  the  capitalist  it  calls  for 
some  means  of  preserving  individual  initiative,  presum- 
ably by  offering  it  adequate  incentives.  To  all  it  means  a 
program  for  creating  and  distributing  human  comforts. 
There  never  was  a  time  in  all  history  when  more  vari- 
ous kinds  of  experiments  in  government  and  in  "social 
orders"  were  being  made  at  the  same  moment  than  at 
present.  In  Italy  there  is  a  dictatorship,  partly  a  social 
order,  partly  a  government  and  partly  an  economic  sys- 
tem. In  Russia  there  is  communism  of  a  sort  with  another 
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kind  of  dictator  in  charge.  In  Germany  there  is  a  national 
socialist  republic  with  still  a  third  kind  of  dictatorship  in 
control.  In  England  there  is  confiscatory  taxation  largely 
devoted  to  poor  relief.  In  the  United  States  there  is  a 
development  similar  to  that  in  England,  but  combined 
with  a  new  type  of  democratic  experimentalism  with  pos- 
sibilities for  development  into  a  benevolent  dictatorship, 
a  fumbling  operation  by  well-meaning  boards  of  amateurs, 
or  a  wholly  new  form  of  "social  order." 

Italy's  experiment  is  the  one  of  these  five  which,  so  far, 
seems  to  have  done  its  job  best  so  far  as  creature  com- 
forts go.  The  country  is  peaceful;  it  is  more  prosperous 
than  it  had  been  for  a  long  time.  The  economic  system, 
the  government  and  the  social  order  all  seem  to  be  in  a 
fair  way  to  continue  for  a  moderate  time  into  the  future 
— barring  accidents,  assassinations  and  other  unpredict- 
able events. 

Some  of  these  European  experiments  will  be  considered 
at  length,  but  at  this  point  it  may  be  desirable  to  indi- 
cate some  of  the  common  factors  in  contrast  with  those 
which  have  developed  in  the  United  States. 

Our  own  underlying  conditions  are  peculiar  in  that,  as 
we  pointed  out  earlier  in  the  discussion,  our  resources, 
climate  and  attitudes  and  location  on  the  planet  were  all 
favorable  to  economic  expansion — and  that  in  a  form 
which  awarded  effective  inducements  to  great  and  labori- 
ous daring.  For  the  United  States  no  master  plan  has 
been  either  necessary  or  feasible,  nor  was  statistical  guid- 
ance nor  a  centralization  of  control.  The  wealth  was  in 
the  ground  and  in  the  air,  until  it  came  into  the  hands  of 
those  with  vision  and  energy  enough  to  reclaim  it,  and 
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of  those  investment  financiers  who  in  turn  found  ways  of 
diverting  the  flow  into  channels  not  wholly  social. 

In  the  European  countries  since  1919  the  contrast  in 
conditions  has  been  diametric.  The  war  had  depleted  the 
already  scant  resources,  the  people  were  hungry  and 
stripped  of  their  possessions,  governments  were  im- 
poverished, baffled  and  hopeless,  all  social  structures  were 
shattered.  In  nearly  every  respect  the  business  of  national 
life  had  to  be  started  anew;  and  there  was  little  to  start 
with  except  hungry  people. 

THE  MASTER-PLAN  IDEA 

Russia,  the  worst  off  of  any  even  before  the  war,  with 
its  enormous  population  ready  to  class  themselves  as  wage 
slaves  even  in  the  best  times  they  ever  knew,  was  respon- 
sive to  the  idea  of  a  proletariat  dictatorship.  Italy  found 
its  prostration  leading  in  a  wholly  different  direction. 
Germany  went  by  stages  from  an  imperial  monarchy  to  a 
national  socialist  regime.  Each  experiment  represents  a 
different  problem  and  a  different  solution. 

While  the  Russian  Master  Plan  is  perhaps  not  an 
essential  feature  of  the  new  order  set  up  in  that  country, 
it  is  a  specific  embodiment  of  the  ideas  which  the  whole 
set  of  new  conditions  in  Europe  represent.  It  is  an  expres- 
sion of  operations  based  on  mathematical  data  and  hence 
worth  examining  in  contrast  with  some  of  our  American 
freehand  methods  of  operation. 

The  revised  plan  which  was  adopted  in  1988,  and  hence 
completed  its  first  five-year  stage  in  1933,  served  its  pur- 
pose as  a  rallying  point  for  individual  enthusiasm.  Tan- 
gible results  have  been  achieved,  but  probably  it  is  as  a 
fighting  objective  that  it  had  its  greatest  value.  In  ac- 
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cordance  with  the  original  schedule  there  have  been  built 
power  plants,  steelworks,  tractor  works,  automobile  fac- 
tories, asbestos  works,  oil  refineries  and  other  industrial 
enterprises;  coal  mines  have  been  developed,  manganese 
mines,  oil  wells,  tea  gardens  and  a  wide  variety  of  other 
projects.  The  purpose  of  the  plan  was  to  make  the 
Russians  an  industrial  people,  to  put  agriculture  on  a 
new  centralized,  large-scale  basis.  Russia  was  to  be  made 
great  in  as  many  ways  as  possible  and  it  was  to  be  done 
quickly.  In  short,  the  plan  involved  taking  160,000,000 
ignorant,  unskilled  and  emotional  peasants  and  making 
of  them  a  great  people  in  about  the  time  it  takes  to  con- 
vert an  American  college  freshman  into  an  alumnus. 

It  is  simple  to  say  that  the  United  States  ought  to 
have  some  such  plan,  and  equally  simple  to  say  that  no 
such  plan  could  be  worked  out  here.  Over  a  period  of 
years  we  are  no  more  likely  to  adopt  the  Russian  plan 
than  were  the  countries  of  Europe  to  adopt  the  details  of 
the  comprehensive  plans  of  reformation  proposed  in 
France  in  the  latter  part  of  the  eighteenth  century. 

The  Russian  plan  seems  fantastic,  and  for  us  it  is 
simple  and  comforting  to  say  that  it  cannot  succeed.  But 
manifestly  certain  concrete  things  are  going  to  come  out 
of  it — an  oil  industry,  a  tractor  works  able  to  supply  even 
the  Russian  market,  an  asbestos  plant  producing  as  much 
as  the  world's  present  supply,  a  new  system  of  agricul- 
ture putting  the  price  of  wheat  permanently  around  fifty 
cents.  Certainly,  some  of  the  main  features  of  the  plan 
are  going  to  have  at  least  as  much  success  as  temporarily 
attended  the  old  projects  of  Count  Witte. 

What  American  leader  under  forty-five  years  of  age 
with  a  record  of  substantial  achievement  back  of  him  has 
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a  vision  of  America's  place  in  the  world  as  vivid  as  that 
shown  by  Stalin  in  a  recent  speech? 

Russia  is  from  fifty  to  a  hundred  years  behind  the  rest  of  the 
world  in  knowledge.  It  is  our  job  as  Bolsheviki  to  make  up  arrears 
in  these  ten  years,  because  laggards  always  suffer. 

That  sounds  like  an  impossible  program,  but  when 
160,000,000  people  either  follow  such  a  leader  or  carry 
out  his  orders  without  opposition  and  with  at  least  faint 
hope  of  good  things  to  come,  and  when  he  and  his  helpers 
have  ample  resources  to  deal  with,  it  is  not  the  sort  of 
thing  to  be  laughed  off,  or  talked  to  death. 

AN  AMERICAN  RIVAL  IN  RUSSIA 

We  frequently  hear  it  said  that  Russia  and  the  United 
States  are  getting  set  for  a  final  test  struggle  between 
communism  and  capitalism,  or  between  sovietism  and  de- 
mocracy. That  might  be  true  if  either  our  capitalism  or 
Russian  communism  were  more  nearly  pure,  or  if  Russian 
sovietism  and  American  democracy  were  less  diluted  with 
other  governmental  principles.  But  what  is  beyond  dispute 
is  the  manifest  fact  that  the  United  States  has  a  new 
economic  rival  in  sight. 

The  importance  of  keeping  separate  our  ideas  of  eco- 
nomic background,  government  and  the  social  order  is 
well  illustrated  by  contrasting  the  "Five-Year  Plan"  idea 
and  program  in  Russia  with  our  own  experiments  in  the 
restoration  of  prosperity.  In  Russia  the  economic  back- 
ground was  one  of  abundant  resources,  large  population 
and  inadequate  ideas  of  how  to  make  the  resources  serve 
the  people.  In  the  United  States,  on  the  other  hand,  we 
had  comparable  resources,  an  almost  equally  large  popu- 
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lation,  but  a  sharply  contrasting  history  of  governmental 
growth  and  of  popular  concepts  of  the  relation  between 
resources  and  people. 

In  all  probability  Russia  will  make  mistakes.  Certainly 
we  have.  Among  their  errors  one  of  the  most  serious  will 
be  the  intermingling  of  economics,  government  and  social 
propaganda.  That  has  been  one  of  our  shortcomings  also. 

It  would  be  agreeable  if  the  United  States  could  take 
all  the  time  it  needed  to  work  out  its  adjustment  between 
production,  government  and  consumption.  But  there  is 
pressure  here  as  well  as  in  Russia.  The  world  is  not  ours 
and  we  are  obliged  to  shape  our  course  in  the  light  of 
what  is  being  done  elsewhere.  If  we  are  to  continue  any- 
thing like  our  present  economic,  governmental  and  social 
programs,  in  competition  with  the  rest  of  the  world,  there 
apparently  is  a  choice  of  only  two  courses  of  action  left 
for  us: 

1.  To  look  carefully  and  with  open  minds  at  every  possibility 
of  improvement  in  our  methods  and  processes,  which  does 
not  involve  the  lowering  of  our  standards  of  living 

or 

2.  To  lower  our  standards  of  living. 

It  seems  inevitable  that  when,  if  ever,  production 
reaches  a  point  in  Russia  where  the  great  mass  of  people 
can  profit  by  this  increased  production,  the  standards  of 
subsistence  there  will  be  raised.  As  Russia's  standards  of 
living  improve  our  only  chance  is  to  make  full  use  of  our 
tremendous  advantages  of  equipment  and  training  and 
capital  resources.  It  is  the  interim  period,  of  low  stand- 
ards of  living  for  Russia,  which  is  the  serious  one  and 
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which  calls  for  immediate  study  and  thought.  During  this 
period  the  industrial  growth  of  Russia  is,  in  effect,  being 
paid  for  by  the  sweat  of  its  workers'  brows.  Eventually 
competitive  conditions  will  be  equalized  if  we  preserve  and 
turn  to  account  the  advantages  we  already  possess. 

It  may  serve  a  useful  purpose  in  the  development  of 
our  basic  idea  if  we  examine  some  of  the  European  experi- 
ments in  working  out  a  new  social  order,  to  be  contrasted 
with  our  own.  In  each  of  these  there  will  be  found  distinct 
characteristics,  but  all  have  in  common  the  facts  that 
they  are  grounded  on  a  political  theory,  that  they  depend 
for  operation  on  an  elaborate  bureaucratic  structure,  that 
they  generated  a  dictator  to  make  them  operative  and 
that  their  destiny  depends  on  what  they  do  for  improving 
the  people's  Chance  to  Live. 

In  each  case  we  shall  attempt  nothing  more  than  quo- 
tations from  some  of  the  more  striking  formulations  of 
their  basic  principles  and  an  indication  of  some  of  the 
obstacles  which  have  been  encountered  in  trying  to  work 
out  a  more  satisfactory  social  or  economic  order.  In  doing 
this,  in  spite  of  an  effort  to  remain  detached  and  fair,  it 
may  be  well  to  confess  at  the  outset  to  a  conviction  that 
the  real  solution  of  problems  of  this  kind  must  rest  on 
individual  rather  than  on  social  or  collective  action,  even 
though  the  forms  developed  may  be  collective. 


Chapter  VI 
MASSED  ATTAINMENT 

Russia 

Only  in  Communist  society,  when  the  resistance  of  the  capital- 
ists has  finally  been  broken,  when  the  capitalists  have  disappeared, 
when  there  are  no  longer  any  classes  (that  is,  when  there  is  no 
difference  between  the  members  of  society  in  respect  to  their 
social  means  of  production)  only  then  "does  the  State  disappear 
and  one  can  speak  of  freedom"  Only  then  will  be  possible  and 
will  be  realized  a  really  full  democracy,  a  democracy  without 
any  exceptions.  And  only  then  will  democracy  itself  begin  to 
wither  away  in  virtue  of  the  simple  fact  that,  freed  from  capi- 
talist slavery,  from  the  innumerable  horrors,  savagery,  absurdi- 
ties and  infamies  of  capitalist  exploitation,  people  will  gradually 
become  accustomed  to  the  observation  of  the  elementary  rules  of 
social  life,  known  for  centuries,  repeated  for  thousands  of  years 
in  all  sermons.  They  will  become  accustomed  to  their  observance 
without  force,  without  constraint,  without  subjection,  without 
the  special  apparatus  for  compulsion  which  is  called  the  State. 
— Lenin,  "The  State  and  Revolution" 

There  is  no  possibility  that  this  discussion  could  add  any 
clarifying  statement  concerning  present  conditions  in 
Russia.  The  most  that  could  be  hoped  for  is  that  certain 
of  the  established  steps  in  the  experiment  may  serve  to 
illustrate  the  main  theme  of  this  presentation. 

All  the  official  documents  available  seem  to  indicate 
that,  throughout  the  Russian  developments,  the  under- 
lying idea  has  been  that  the  proletariat  (artisans  and 
peasants)  have  been  determined  to  seize  the  government, 
and  through  this  and  a  new  social  order,  to  secure  better 
living  conditions  for  themselves.  The  program  was  an 

58 


MASSED  ATTAINMENT— RUSSIA  59 

amplified  Marxian  Socialism,  and  the  device  for  bring- 
ing it  to  pass  was  a  system  of  Soviets,  beginning  with 
small  local  village  organizations  and  then  through  con- 
gresses of  village,  township,  county  and  provincial  Soviets, 
heading  up  in  the  all-Russian  congress  of  Soviets  meet- 
ing once  a  year.  A  most  elaborate  set  of  committees  of 
the  Communist  Party  provided  executive  control. 

For  purposes  of  this  discussion  the  forms  of  govern- 
ment and  the  theories  on  which  they  are  based  are  not 
as  important  as  the  way  the  structure  has  worked  out 
in  the  lives  of  the  people.  Concerning  this  the  evidence  is 
violently  conflicting. 

There  is  a  plan  of  industrial  development,  there  is  a 
socialistic  state  on  a  scale  never  before  attempted,  there 
is  a  complete  abolition  of  many  types  of  private  property, 
and  there  is  substituted  for  any  hitherto  practiced  form 
of  patriotism  a  fervent  devotion  to  the  new  experiment  in 
a  proletariat  domination  of  government  and  society, 
which  in  public,  at  least,  seems  to  be  quite  generally 
shared. 

THE  REASONING  OF  LENIN 

The  underlying  reasoning  of  Lenin  and  his  confreres 
started  with  the  premise  that  the  "fundamental  social 
cause  of  excesses  which  violate  the  rules  of  social  life  is 
the  exploitation  of  the  masses,  their  want  and  their 
poverty."  If  this  could  be  ended  all  the  ills  of  society 
would  "wither  away."  Individual  misdemeanors  and  anti- 
social acts  would  be  handled  by  the  "armed  nation"  itself, 
and  government  would  disappear  because  no  longer 
needed.  Through  successive  stages  this  governmentless 
society,  to  which  all  men  devoted  their  lives,  was  to  be 
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brought  into  being  and  certain  temporary  discomforts 
were  to  be  endured  for  the  sake  of  the  end  as  planned. 
The  dispossession  of  the  aristocrats  and  the  bourgeoisie 
was  not  included  among  these  discomforts.  They  were  only 
an  obstacle  to  be  removed ;  and  the  feelings  or  resentment 
of  those  whose  forebears  had  dispossessed  the  forebears  of 
the  proletariat  were  not  a  factor  to  be  considered. 

The  program  as  originally  laid  out  has  been  modified 
in  some  respects,  always  in  the  direction  of  a  less  spartan 
adherence  to  the  impersonal  socialization  of  human  life. 
This  marked  drift  raises  the  suspicion  that  in  the  long 
run  the  blazing  fervor  of  the  first  revolutionists  may 
become  cooled  into  something  like  the  tepid  patriotism  of 
the  third  generation  pioneer  stock  or  the  mild  religious 
ardor  of  one  whose  beliefs  have  come  to  him  easily. 

Certainly,  so  far,  there  is  no  evidence  of  the  develop- 
ment of  so  permanent  and  high-minded  a  continuity  of 
purpose  that  government  can,  or  is  going  to,  "wither 
away."  Apparently  there  is  not  perfect  contentment  on 
the  part  of  the  people,  nor  is  there  great  freedom  of 
thought,  life  or  expression.  This  may  all  come  in  due 
time,  and  when  it  does  come  it  will  be  quite  different  from 
the  conditions  in  Russia  either  now  or  in  the  former  days. 

The  Trusts,  the  Commissariats,  the  Party,  the  G.  P.  U., 
and  various  other  centralized  features  do  not  seem  to  be 
much  of  an  advance  in  the  direction  of  economic  or  social 
freedom,  but  there  may  be  compensating  advantages  to 
the  one  class  whose  existence  seems  to  count  under  this 
regime,  and  for  whom  the  enterprise  is  being  run.  The 
workers  may  be  hungry  and  badly  housed,  but  they  always 
were;  and  now  they  can  meet  and  argue  within  limits, 
and  some  of  them  get  a  vacation  on  full  pay.  And  all 
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that  is  progress.  But  perhaps  the  most  impressive  result 
of  the  experiment  so  far  has  been  the  fearless  attack  on 
the  problem  of  industrial  reconstruction,  as  embodied  in 
the  Five-  and  Ten- Year  plans,  and  in  the  reorganization 
of  agricultural  operations. 

THE  INTERNATIONAL  ASPECTS 

These  are  the  sides  of  the  experiment  which  are  to  lead 
to  international  contacts  and  to  have  most  direct  effect  on 
future  economic  developments  elsewhere,  and  particularly 
in  the  United  States.  If,  for  example  (with  the  condi- 
tions in  the  production  of  wheat  in  this  country  remain- 
ing as  they  are),  it  should  work  out  after  further 
experimentation  that  Russia  could  produce  a  greatly 
increased  output  of  wheat  at  fifty  cents  a  bushel  and 
make  the  Communistic  equivalent  of  a  profit,  it  would 
have  a  serious  bearing  on  the  future  of  American  farming. 

Similarly  in  the  case  of  the  industries  provided  for  in 
the  Plans.  If  they  can  be  completed,  and  if  they  work, 
and  if  they  are  not  overburdened  by  bureaucratic  super- 
visory costs,  they  will  become  serious  contenders  for  the 
business  of  the  world.  The  real  question  is  whether  sta- 
tistical formulas,  even  though  accurate,  can  be  used 
effectively  as  a  basis  for  action  in  human  affairs.  For 
the  calculation  of  trends  of  mass  action  these  mathe- 
matical data  are  useful,  but  for  the  regimenting  of  indi- 
vidual behavior  they  have  serious  shortcomings.  People, 
after  all,  are  people.  They  are  not  spawned  in  schools 
but  born,  most  of  them  one  at  a  time,  and  all  of  them  as 
unpredictable  individuals.  They  seek  a  chance  to  live — 
not  abstract  life,  but  an  individual  existence. 

The  real  tests  of  the  Russian  experiment  are  going  to 
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come  when  it  will  be  obliged  to  show  the  effects  of  a  regi- 
mented life  on  individual  living  and  personal  happiness. 
The  absolute  supremacy  of  the  group  in  all  things  is 
incompatible  with  any  recognition  of  personality.  Class 
liberty  may  be  wonderful  for  those  who  have  felt  the 
burdens  of  class  bondage,  but  individual  liberty  is  a  dan- 
gerous competitor  to  it  in  human  affections  when  once  it 
has  been  felt,  or  yearned  for.  Intellectual  independence, 
creative  skills,  the  pleasures  of  intellectual  contacts, 
friendships,  home  life,  individual  ambitions  and  some  of 
the  other  more  familiar  forms  of  individualism  may  easily 
come  into  conflict  with  group  supremacy.  And  when  they 
do,  the  human  elements  usually  prevail  over  the  routinized 
standards  of  mechanized  society. 

One  other  feature  of  the  Russian  experiment  which 
calls  for  brief  mention  is  its  relation  to  the  World  Revo- 
lution. Even  if  the  success  of  this  new  political  theory  in 
Russia  is  only  partial  and  moderate,  the  passionate  fervor 
with  which  it  is  embraced  by  its  devotees  is  not  going  to 
be  content  to  see  the  rest  of  the  world  in  economic  dark- 
ness. From  the  start  it  has  been  part  of  the  creed  of 
Russian  Communism  that  this  was  a  world  revolution  to 
release  the  proletariat  everywhere,  and  it  is  suggestive  to 
recall  the  following  passages  from  Stalin's  Theory  and 
Practice  of  Lenmism,  in  the  light  of  present  agitations  in 
China,  India  and  elsewhere: 

Where  will  the  revolution  begin;  where,  in  what  country,  can 
the  front  of  the  capital  first  be  pierced  ? 

Where  industry  is  most  perfected,  where  the  proletariat  forms 
the  majority,  where  civilization  is  most  advanced,  where  dmocracy 
is  most  developed — so  one  used  to  answer. 

No,  replies  the  Leninist  theory  of  the  revolution.  The  front  of 
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capital  will  not  necessarily  be  pierced  where  industry  is  most 
developed — it  will  be  broken  where  the  chain  of  Imperialism  is 
weakest,  for  the  proletarian  revolution  is  the  result  of  the  rupture 
of  the  chain  of  the  Imperialist  front  at  its  weakest  point.  So  then 
it  is  possible  that  the  country  which  begins  the  revolution,  which 
makes  a  breach  in  the  capitalist  front,  may  be  less  developed  from 
the  capitalist  point  of  view  than  others  which  remain,  neverthe- 
less, within  the  framework  of  capitalism. 

In  1917  the  chain  of  the  Imperialist  world-front  happened  to 
be  weaker  in  Russia  than  in  the  other  countries.  It  was  there 
that  it  was  broken  and  gave  an  outlet  to  the  proletarian  revolu- 
tion. .  .  .  The  chain  proved  to  be  weakest  in  Russia,  although 
that  country  was  less  developed  from  the  capitalist  point  of  view 
than,  for  example,  France,  Germany,  England  or  America. 

Where  is  the  chain  going  to  be  broken  next?  Precisely  where 
it  is  weakest.  It  is  not  impossible,  for  example,  that  it  may  be 
India.  Why?  Because  there  is  a  young  and  combative  revolu- 
tionary proletariat  which  has  for  ally  the  movement  for  national 
liberation,  which  is  unquestionably  very  powerful.  Because  in  that 
country  the  revolution  has  for  its  enemy  a  foreign  Imperialism, 
deprived  of  all  moral  authority  and  hated  by  the  oppressed  and 
exploited  masses  of  India. 

It  is  just  as  possible  that  the  chain  will  be  broken  in  Germany. 
Why?  Because  the  factors  which  are  at  work  in  India  are  be- 
ginning to  influence  Germany  just  as  much.  Of  course,  the  tre- 
mendous difference  in  level  of  development  between  India  and 
Germany  cannot  but  set  its  distinctive  mark  on  the  progress  and 
outcome  of  the  revolution  in  Germany. 

That  is  why  Lenin  said  that  "The  capitalist  countries  of  West- 
ern Europe  will  accomplish  the  evolution  toward  Socialism,  not 
by  the  methodical  maturing  of  Socialism  in  these  countries,  but 
by  means  of  the  exploitation  of  certain  States  by  others,  through 
the  exploitation  of  the  first  State  that  is  defeated  in  the  Im- 
perialist war,  combined  with  the  exploitation  of  the  whole  of  the 
East.  .  .  ." 
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As  a  new  order  of  living  government  and  society,  the 
U.  S.  S.  R.  is  one  of  the  most  impressive  of  all  the  efforts 
of  people  to  express  themselves  in  better  living.  The 
Russian  proletariat  and  their  mechanism  may  be  for  the 
moment  diverted  from  this  objective  by  the  novelties  of 
organization,  but  they  will  measure  the  success  of  their 
experiment  both  temporarily  and  permanently  by  the 
extent  to  which  it  enables  them  to  live  better.  The  gov- 
ernment and  the  social  order  may  even  become  similar  to 
successful  governments  elsewhere. 

All  the  slogans  in  Russia  (as  was  true  in  France  over 
a  century  ago)  are  likely  to  burn  themselves  out  into  a 
gray  ash  which  looks  strangely  like  a  chance  to  live  a 
satisfactory  life. 


Chapter  VII 
MASSED  ATTAINMENT 

Italy 

Fascism,  then,  would  seem  to  be  the  revolt  of  the  middle 
classes,  inspired  by  Nationalist  and  Conservative  ideals,  to 
range  themselves  against  the  pretensions  of  the  proletarian 
classes  and  the  ill-distributed  fortunes  of  the  capitalists;  the 
revolt  of  a  class  disillusioned  by  a  peace  which  had  failed  to 
realize  in  internal  politics  those  rewards  in  which  they  had  been 
led  to  put  their  trust,  and  which  in  foreign  politics  had  failed 
to  obtain  for  them  what  they  considered  their  rights  and  dues. 
— Jerome  Davis,  "Communism  and  Fascism,"  page  442 

Fascism  is  not  easy  either  to  define  or  to  describe.  It 
differs  from  capitalism  and  communism  in  the  minds  of 
most  people,  but  just  how,  they  might  be  at  a  loss  to  say. 

The  name,  derived  from  the  familiar  bundle  of  rods 
with  a  battle-axe  in  the  middle  formerly  carried  by  the 
Roman  lictors  has  enough  descriptive  quality  to  stick, 
and  it  is  known  by  many  people  who  never  heard  of  the 
"Corporate  State"  which  is  the  real  center  of  the  system. 

The  Corporate  State  respects  private  property,  and 
there  is  no  expropriation  of  private  property  without 
orderly  compensation.  But  the  state  reserves  the  right 
to  guide  and  limit  any  sort  of  production  and  the  means 
for  its  accomplishment,  and  to  exercise  control  over  any 
of  the  processes  of  merchandise  or  produce  distribution. 
Either  or  both  forms  of  intervention  may  be  invoked  on 
the  state's  decision  that  such  action  is  in  the  public  in- 
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terest.  In  the  same  way,  private  initiative  is  recognized 
and  preserved,  but  it  again  may  be  supplemented  or 
guided  by  the  state  in  the  public  interest ;  the  Corporate 
State,  in  other  words,  becomes  a  benevolent  despot  ready 
to  act  at  any  time  in  the  interest  of  the  "general  welfare." 
Moreover,  the  general  welfare  and  the  state  are  fused  into 
something  like  identity. 

Again,  this  experiment  affords  an  illustration  of  one 
of  the  forms  taken  by  the  interweaving  of  living  condi- 
tions, government  and  the  social  order.  It  is  one  way  for 
masses  of  people  to  acquire  an  opportunity  to  live  a  satis- 
factory life. 

AN  ABSOLUTE  DICTATORSHIP 

Politically,  the  form  assumed  by  Fascism  in  Italy  is  a 
dictatorship  as  absolute  as  it  can  be,  and  Benito  Musso- 
lini has  filled  the  office  of  Duce,  with  power  concentrated 
in  his  hands.  Fascism,  at  first  a  militant  fighting  gospel, 
has  taken  up  the  work  of  constructive  statesmanship  and 
economic  reconstruction  as  expressed  in  the  Corporate 
State. 

Mussolini's  picturesque  personality,  his  ability  to  stir 
patriotic  fire,  and  his  successful  appeal  to  pride  in  Roman 
history  and  traditions  have  been  the  most  conspicuous 
features  of  much  of  the  discussion  about  him  and  his 
regime.  But  perhaps  even  after  the  glamour  of  these  has 
faded,  his  solid  economic  achievements  will  have  their 
effects.  A  more  carefully  supervised  planning  of  produc- 
tion and  distribution  is  one  of  the  accomplishments  of  the 
Corporate  State.  Wages,  prices  and  the  cost  of  living  are 
attacked  as  public  problems  to  be  solved  in  accordance 
with  the  interests  of  the  proletariat,  but  at  the  same  time 
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with  due  regard  to  the  interests  of  those  whose  accumu- 
lated labor  in  the  form  of  capital  has  equipped  the  pro- 
ductive enterprises  and  whose  initiative  and  creative 
imagination  planned  and  managed  them.  The  result  is 
that  in  the  Italian  experiment  there  is  a  combination  of  a 
political  dictatorship  with  a  planned  economic  system 
capitalistically  organized.  There  is  general  agreement 
that,  whatever  may  be  its  ultimate  effects,  this  regime  has 
had  the  effect  of  toning  up  public  services,  private  pro- 
ductive enterprises  and  other  forms  of  joint  human  activ- 
ity. Railroad  trains  run  on  schedule,  streets  are  clean, 
promises  are  executed  on  time,  and  the  spirit  of  Italy  is 
wholly  made  over  from  the  flabby  easygoing  instability 
of  pre-war  times. 

THE  CORPORATE  STATE 

The  mechanism  for  operation  of  the  Fascist  system  is 
the  Corporate  State.  In  1926  the  National  Corporations, 
now  six  in  number,  were  formed  by  expansion  of  the  syn- 
dicates of  employers  and  employees  regularized  by  law. 
The  law  provided  for  voluntary  membership,  recognition 
when  the  group  represented  10  per  cent  of  those  engaged 
in  the  trade,  and  the  interdiction  of  strikes  and  lockouts, 
with  compulsory  acceptance  of  Labor  Court  decisions. 
The  Corporations  usually  consist  of  two  National  Con- 
federations (the  Corporation  of  Professional  Men  and 
Artists  has  only  one)  and  these  Confederations  represent 
respectively  the  groups  of  employees  and  employers. 

In  1930  the  National  Council  of  Corporations  was 
superimposed  as  an  administrative  and  coordinating 
group. 

The  Labor  Charter  of  1927  embodies  the  legal  struc- 
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ture  of  the  Labor  Courts  and  sets  forth  in  detail  the  labor 
benefits  for  which  the  Fascist  State  is  working,  including 
improved  accident,  maternity,  disability,  unemployment 
and  endowment  insurance,  as  well  as  the  adjustment  of 
disputes  and  the  protection  of  the  welfare  of  the  worker. 
Here  are  some  of  its  more  striking  provisions. 

Article  8 — The  Corporate  State  regards  private  initiative  in  the 
field  of  production  as  the  most  useful  and  efficient  instrument 
for  furthering  the  interests  of  the  nation,  its  management  is 
responsible  to  the  State  for  general  policies  of  production.  From 
the  fact  that  the  elements  of  production  (labor  and  capital) 
are  cooperators  in  a  common  enterprise,  reciprocal  rights  and 
duties  devolve  upon  them.  The  employee,  whether  laborer,  clerk 
or  skilled  workman,  is  an  active  partner  in  the  economic  enter- 
prise, the  management  of  which  belongs  to  the  employer  who 
shoulders  the  responsibility  for  it. 

Article  9 — The  State  intervenes  in  economic  production  only  in 
cases  where  private  initiative  is  lacking  or  insufficient,  or  where 
political  interests  of  the  State  are  involved.  Such  intervention 
may  take  the  form  of  supervision,  of  promotion,  or  of  direct 
management. 

Article  15 — Losses  occasioned  by  business  crises  and  by  varia- 
tions of  exchange  must  be  equitably  divided  between  the  ele- 
ments of  production  (capital  and  labor).  Statistics  relating  to 
conditions  of  production  and  labor,  to  variations  of  exchange, 
to  changes  in  standards  of  living,  as  issued  by  the  various  gov- 
ernmental departments,  by  the  Central  Bureau  of  Statistics  and 
by  the  legally  recognized  trade  associations,  and  as  coordinated 
and  elaborated  by  the  Ministry  of  Corporations,  will  consti- 
tute the  criteria  for  adjusting  the  interests  of  the  various 
branches  of  trade,  and  of  harmonizing  the  interests  of  the 
various  classes,  with  those  of  other  classes,  vis-a-vis  of  each 
other,  and  of  the  higher  interests  of  production  in  general. 

Article  SO — Training  and  education,  especially  technical  training 
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of  the  workers  they  represent,  whether  these  be  members  or 
non-members,  is  one  of  the  principal  duties  of  the  trade  asso- 
ciations. The  associations  must  lend  their  support  to  the  national 
institutes  which  deal  with  recreation  and  free  time,  and  to  other 
enterprises  of  education. 

The  recovery  of  production  in  Italy  under  this  system 
is  generally  agreed  to  have  been  remarkable.  To  cor- 
respond with  the  toning  up  of  workers'  morale,  already 
mentioned,  there  has  been  a  more  accurate  adjustment  of 
production  to  the  vagaries  of  consumption.  Industrial  ex- 
pansion is  controlled  with  a  firm  hand,  and  eventually  a 
planned  economy  is  talked  of  although  thus  far  nothing 
equivalent  in  finality  or  definiteness  to  the  Russian  Five- 
Year  Plan  has  been  developed. 

Thus  far  the  Fascists  have  made  no  attempt  to  ration 
consumption,  and  in  fact  they  have  only  attacked  the 
problems  of  consumption  through  policies  of  encouraging 
or  restraining  production,  and  through  wider  distribution 
of  purchasing  power  by  means  of  state  enterprises  and 
insurance  benefits. 

A  rehabilitated  Italy  will  assume  a  new  position  in 
European  politics,  and  this  may  constitute  at  once  a  great 
menace  and  a  great  opportunity. 

Of  all  the  experiments  now  going  on,  that  in  Italy 
seems  to  be  working  most  smoothly.  It  is  accomplishing 
what  it  set  out  to  do,  and  it  seems  to  be  doing  this  with 
less  violence  in  its  clearing  operations  and  more  success 
in  construction  than  any  of  the  other  experiments. 

In  conclusion  it  may  be  well  to  observe  that  the  Fascists 
are  not  a  people  but  a  party.  Of  the  4<£  million  people  in 
Italy,  probably  not  over  a  million  actually  are  members 
of  the  Party.  But  that  is  sufficient  when  a  program  and 
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leadership  of  a  constructive  sort  can  be  united  on,  while 
opposition  is  scattered.  The  main  requisites  are  that  there 
be  a  definite  program,  that  there  be  a  leader  able  to 
command  respect,  and  that  the  program  and  the  leader 
give  evidence  of  being  likely  to  help  large  numbers  of 
people  to  live  more  happily.  And  that,  after  all,  may  be 
as  worthy  an  end  as  devotion  to  a  political  theory  or  a 
social  order.  It  at  least  supplies  to  many  Italians  who 
formerly  were  hopeless  that  ever-recurring  essential  for 
human  comfort — an  opportunity  to  live  satisfactorily. 


Chapter  VIII 
MASSED  ATTAINMENT 

Germany 

How  long  must  other  nations  expect  to  reckon  with  the 
National  Socialist  Party  as  the  absolute  power  in  Germany? 
The  answer  is.  that  it  must  be  reckoned  with  as  though  it  were 
permanent. 

— Calvin  B.  Hoover,  "Germany  Enters  the  Third  Reich," 

page  228 

Political  and  social  experimentation  has  worked  itself 
out  more  slowly  in  Germany  than  in  either  Russia  or 
Italy.  The  nature  of  the  people,  the  government,  and  the 
old  and  new  social  orders  all  served  to  retard  the  develop- 
ments which  moved  so  swiftly  when  once  they  started  in 
the  other  two  countries. 

The  revolutionary  pattern  is  similar  in  all;  the  differ- 
ences are  mainly  in  detail  or  order.  Their  end  is  the  same 
— a  dictator  who  promises,  and  evidently  hopes,  to  put 
an  end  to  at  least  the  most  irritating  interferences  with 
the  comfortable  life  of  the  people.  The  personae  in  the 
drama  are  the  same:  a  proletariat  becoming  aggressive 
and  desperate;  peasants  and  farmers  with  both  real  and 
fancied  ills;  a  middle  class  gradually  being  crowded  out 
of  its  regular  ways  of  life;  students  eager  to  lead,  but 
unable  to  get  much  of  a  following;  and,  flitting  in  and 
out,  industrialists,  capitalists,  politicians,  clergy,  edu- 
cators and  organizers. 
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The  postwar  hope  reposed  in  Marxian  Socialism  was 
perhaps  the  chief  cause  for  the  retardation  of  the  German 
development.  The  end  of  the  war  found  the  Junkers 
superseded  by  the  Social  Democrats  who,  for  a  combina- 
tion of  reasons,  were  unable  to  bring  to  life  their  hopes 
for  a  Marxian  reconstruction  of  society.  Perhaps  the  chief 
element  in  their  failure  was  the  distrust  and  hatred  of 
them  by  the  Communists  who  had  Russianized  ideas  of 
what  Marx  would  have  favored. 

The  bewildering,  but  natural,  gravitation  of  elements 
of  dissatisfaction  about  one  energetic  person  with  a  posi- 
tive program  resulted  in  the  incredible  success  of  the 
National  Socialists,  or  the  Nazis,  who  consolidated  those 
who  feared  the  Communists  and  those  who  hated  the 
Social  Democrats  into  a  group  whose  basis  of  cohesion 
was  a  new  formulation  of  the  militant  idea  of  the 
"Deutschland-uber-Alles"  which  for  so  long  supplied  an 
effective  matrix  for  German  unity. 

THE   NAZI  PROGRAM 

The  program  of  the  National  Socialist  German  Labor 
Party  is  a  document  of  twenty-five  numbered  paragraphs 
and  is,  as  a  whole,  a  curious  collection  of  outbursts  of 
splenetic  nationalism.  It  certainly  has  served  well  in  bring- 
ing together  some  strange  political  bedfellows.  A  careful 
reading  of  this  document  will  make  any  thoughtful  per- 
son wonder  as  to  the  future  of  Germany  and  of  all 
Europe. 

It  begins  with  a  declaration  that  the  program  is  a 
"time  program"  and  the  Nazis  decline  to  set  up  new  goals 
for  the  sake  of  party  perpetuation  after  the  achievement 
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of  the  indicated  purposes  as  set  forth  in  a  series  of 
"demands." 

The  first  declaration  is  for  the  inclusion  of  all  Germans 
in  a  Great  Germany  on  the  ground  of  the  "right  of  self- 
determination."  With  an  Austrian  leader,  and  with 
Austria  apparently  receptive,  this  causes  frequent  feel- 
ings of  anxiety  in  European  diplomatic  circles. 

The  second  demand  is  for  "the  right  of  equality  of 
the  German  nation  with  all  other  nations ;  the  cancellation 
of  the  Treaties  of  Versailles  and  St.  Germain." 

Demands  4,  5  and  6  are  a  formulation  of  the  pro- 
Teuton  and  anti-Semitic  ideas  of  the  Nazis.  Germany  is 
for  the  Germans,  and  "No  Jew  can,  therefore,  be  a  mem- 
ber of  the  nation." 

Eleven  of  the  twenty-five  demands  concern  the  welfare 
of  the  people  as  expressed  in  living  conditions.  These  are 
as  follows : 

3.  We  demand  land  and  soil  (colonies)  for  the  nutrition  of  our 
people  and  for  the  settlement  of  our  surplus  population. 

7.  We  demand  that  the  state  be  obliged,  in  the  first  instance, 
to  provide  the  possibility  of  work  and  life  for  the  citizen. 
If  it  is  not  possible  to  feed  the  entire  population  of  the  state, 
the  subjects  of  foreign  states  (noncitizens)  must  be  expelled 
from  the  Reich. 

10.  The  first  duty  of  every  citizen  is  to  work  intellectually  or 
physically.  The  activity  of  the  individual  must  not  trans- 
gress against  the  interests  of  the  community  but  must  serve 
within  the  limits  of  the  whole  to  the  advantage  of  all. 

11.  The  elimination  of  income  which  is  obtained  without  labor 
or  effort. 

12.  Out  of  regard  to  the  frightful  sacrifice  in  goods  and  blood 
which  every  war  demands  from  the  nation,  personal  en- 
richment through  war  must  be  designated  as  a  crime  against 
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the  nation.  We  demand,  therefore,  summary  confiscation  of 
all  war  profits. 

13.  We  demand  the  nationalization  of  all  trusts. 

14.  We  demand  profit-sharing  in  large  concerns. 

15.  We  demand  a  general  extension  of  the  old-age  pension 
system. 

16.  We  demand  the  creation  of  a  sound  middle  class  and  its 
maintenance,  immediate  communalization  of  department 
stores  and  their  rental  at  low  cost  to  small  merchants,  the 
consideration  of  small  merchants  in  purchases  by  the  fed- 
eral government,  the  states  or  the  municipalities. 

17.  We  demand  land  reform  adapted  to  our  national  needs,  the 
enactment  of  a  law  for  the  uncompensated  expropriation  of 
land  for  public  purposes,  the  elimination  of  land  interest 
and  the  prevention  of  land  speculation. 

21.  The  state  must  care  for  the  improvement  of  the  people's 
health  through  the  protection  of  mother  and  child,  through 
the  forbidding  of  child-labor,  through  development  of 
physical  capability  by  means  of  legislative  provision  of  a 
gymnastic  and  sports  duty  and  through  the  greatest  sup- 
port of  all  associations  engaged  in  physical  education  of 
youth. 

The  remaining  demands  cover  education,  legal  pro- 
cedure, propaganda,  the  army  and  navy,  the  "freedom 
of  all  religions  in  the  state  in  so  far  as  they  do  not 
endanger  its  welfare  or  offend  against  the  morals  and 
sense  of  decency  of  the  German  race,"  centralized  govern- 
mental authority  and  the  formation  of  trade  bodies  to 
carry  out  the  laws. 

A  UNITED  BACKING  FOR  THE  PLAN 

How  well  this  program  of  the  twenty-five  items  is  going 
to  be  carried  out  nobody  knows.  But  the  people  have 
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united  around  it  or  at  least  around  its  aggressive  sponsor, 
the  racial  prejudices  it  fosters  are  being  fanned  into  fury, 
young  men  are  being  put  to  work,  and  many  of  the  other 
reforms  outlined  have  been  set  in  the  way  of  achievement. 

If  the  intense  Teutonization  called  for  is  brought  about 
the  Germans  will  be  an  unpleasant  and  unpopular  people, 
but  they  may  be  able  to  get  on  well  among  themselves. 
Some  day  the  Nazis  will  be  obliged  to  discover  how  they 
themselves  can  behave  when  they  encounter  a  race  not 
liking  these  doctrines  and  able  to  resist  their  imposition 
outside  of  Germany.  But  in  the  meantime  a  more  power- 
ful and  more  unified  Germany  is  likely  to  be  developed. 

The  real  test  of  Hitlerism  at  home  will  come  when  the 
Nazis  are  obliged  to  distinguish,  in  their  own  thinking 
and  that  of  the  people,  between  living  standards,  govern- 
ment and  the  social  order.  If  the  people  live  well  and  see 
evidences  of  tangible  improvement  in  their  status,  then 
the  government  will  be  perpetuated,  and  the  control  of 
industry  will  be  taken  over  by  the  Reich  at  will.  A 
"planned  economy"  the  National  Socialists  repudiate. 
Their  chief  aim  seems  to  be  a  simplification  and  toning 
up  of  industrial  ownership  and  management  except  for 
department  stores,  which  are  to  be  communalized. 

The  Hitler  regime  in  Germany  is  one  more  evidence  of 
the  growth  in  consciousness  of  the  power  of  the  people's 
will.  The  National  Socialist  Party  may  have  been  once 
merely  an  aggregation  of  people  who  are  dissatisfied  with 
one  thing  or  another.  But  they  are  now  crystallized 
around  a  program  (as  set  forth  in  the  twenty-five  de- 
mands) and  led  by  a  man  of  energy.  That  kind  of  a 
combination  usually  is  not  short  lived.  As  a  domestic 
policy  the  Nazis'  program  looks  as  if  it  might  be  effective 
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for  a  considerable  time.  It  is  most  disturbing  when  it  is 
considered  as  a  basis  for  a  foreign  policy. 

But  while  the  international  complications  are  develop- 
ing, there  is  likely  to  be  a  Germany  progressively  better 
organized,  better  governed  and  better  fed. 

The  contrasts  between  the  German  solution  and  those 
in  Russia  and  Italy  are  not  only  contrasts  in  method. 
They  are  the  logical  fruition  of  the  living  conditions,  the 
government  and  the  social  order  which  have  characterized 
Germany  in  the  past  and  which  have  evolved  from  the 
postwar  position  in  which  the  country  found  itself.  The 
chance  to  live  satisfactorily  had  so  nearly  been  obliterated 
in  Germany  that  its  restoration  to  the  Teuton  part  of  the 
population  is  a  major  event.  This  is,  in  fact,  the  stark 
basic  achievement  on  which  Nazi  success  has  been  built. 
The  fact  that  the  new  regime  denies  this  same  chance  to 
non-Germans  in  Germany  is  its  most  serious  fundamental 
defect — serious  enough  to  destroy  it  eventually. 


Chapter  IX 
THE  NEW  DEAL 

The  United  States 

It  is  true  that  with  all  these  agencies  at  hand  for  the  satisfac- 
tion of  human  needs,  there  is  still  discontent.  It  is  true  that 
recurring  cycles  of  business  depression  "bring  unemployment 
and  distress.  It  is  true  that  there  are  wastes  in  production  and 
wastes  in  distribution.  It  is  true  that  tnere  are  questionable 
inequalities  in  the  distribution  of  wealth. 

Yet  with  all  the  faults  of  our  present  industrial  organization, 
the  fact  remains  that  it  is  a  going  machine — powerful  beyond 
any  that  man  has  ever  before  developed  on  a  large  scale  to  satisfy 
his  needs,  and  flexible  enough  in  design  to  adapt  itself  to  whatever 
demands  the  future  may  make  upon  it. 

— M.  C.  Rorty,  "Some  Problems  in  Current  Economics," 

page  28 

In  all  these  attempts  at  governmental  experimentation 
there  is  to  be  found  nothing  quite  like  our  own  "New 
Deal." 

In  this  project  there  is  provided  a  program  of  experi- 
ments in  recovery  tactics.  This  can  hardly  be  called  a 
project  of  long-time  construction  comparable  with  the 
Russian  Five- Year  Plan,  but  in  its  way  it  also  is  a  new 
attack  on  the  interwoven  problems  of  economics,  govern- 
ment and  the  social  order. 

In  this  country  social  experimentation,  and  govern- 
mental changes  to  correspond,  are  taking  a  wholly  differ- 
ent form  from  those  found  elsewhere.  Some  elements  come 
from  Italy,  others  grow  out  of  the  Russian  attempt  to 
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materialize  the  Marxian  doctrines.  In  them  there  is  a 
strong  drift  toward  socialization,  combined  with  a  reten- 
tion of  the  idea  of  private  property.  The  result  is  a 
characteristically  American  form  of  enterprise. 

It  is  one  feature  of  the  prevailing  thought,  not  yet 
fully  expressed  in  legislation,  that  economic  recovery  is 
not  altogether  a  matter  of  getting  major  industries  up 
to  concert  pitch  and  keeping  them  there.  Back  of  these 
there  are  some  of  the  larger  human  interests  which  have* 
been  increasingly  urgent  in  public  thought  during  recent 
years.  Here,  for  instance,  is  a  list  of  some  of  these  in- 
terests : 

1.  Economic  security  and  a  consciousness  of  it  (as  expressed 
in  old-age  pensions  and  unemployment  insurance). 

2.  Opportunity  for  economic  betterment. 

3.  Freedom  from  economic  depressions. 

4.  The    distribution  of  the  products  of  industry  without  undue 
waste  or  unnecessary  cost. 

5.  A  flexible  and  efficient  financial  structure. 

6.  Facilities  for  improvement  and  relaxation. 

7.  Education  adapted  to  satisfactory  living. 

These  are  some  of  the  underlying  social  and  economic 
ideas  which  need  planning  for,  even  more  than  the  equip- 
ment and  operation  of  specific  industries.  It  may  even  be 
that  the  eventual  success  of  Russia  and  the  United  States 
as  the  two  contenders  for  world  leadership  will  depend 
quite  as  much  on  ability  to  deal  wisely  with  those  prob- 
lems as  upon  driving  efficiency. 

These  things  are  the  expressions  of  economic  progress 
in  the  terms  of  human  living,  and  this  matter  of  human 
living  has  become  an  essential  part  of  any  industrial  or 
economic  system.  Human  beings  decline  longer  to  be  re- 
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garded  as  negligible  ciphers.  They  have  a  growing  con- 
viction that  (no  matter  how  lacking  in  special  gifts) 
they  are  entitled  to  at  least  a  minimum  of  comfort  and 
such  temporal  satisfactions  as  will  make  life  passably 
agreeable ;  and  they  hold  that  any  economic  system  which 
does  not  yield  these  is  not  acceptable.  The  proletarian, 
both  here  and  in  Russia,  is  in  process  of  discovering  that 
what  he  really  wants  is  not  political  power,  but  a  better 
life.  It  is  upon  an  ability  to  achieve  those  human  results 
that  the  real  test  of  any  such  two  rivals  as  Russia  and 
the  United  States  seems  destined  to  depend.  Planning  for 
those  intangibles  thus  becomes  an  immensely  important 
part  of  the  puzzling  immediate  future,  even  though  this 
planning  may  mix  up  the  processes  of  recovery  and 
reform. 

Approximately  half  of  this  list  of  social  factors  repre- 
sents activities  in  which  United  States  achievements  are 
negligible,  while  the  other  half  calls  for  performance 
materially  in  advance  of  past  achievement.  Education,  of 
a  sort,  we  have;  opportunities  for  economic  betterment 
have  been  at  least  as  great  here  as  in  any  country.  These 
and  what  has  been,  up  to  this  time,  a  reasonably  good 
financial  structure  may  be  scored  as  among  our  real 
accomplishments.  Concerning  opportunities  for  recreation 
and  relaxation  we  are  learning,  and  according  to  our 
taste  we  feel  better  off  in  this  respect  than  our  new  rivals, 
even  with  their  summer  holidays  at  public  expense. 
Shorter  working  days  and  the  five-day  week  are  making 
constant  headway  in  this  country.     - 

The  three  other  items  on  the  list — freedom  from  de- 
pressions, economic  security  for  the  individual,  more  eco- 
nomical distribution  of  merchandise — represent  features 
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of  our  national  life  concerning  which  we  have  little  ground 
for  pride. 

INCREASED  REALITY  OF  SOCIAL  QUESTIONS 

Concretely,  as  we  examine  these  items  in  some  detail, 
we  realize  how  much  more  real  some  of  these  questions 
are  than  was  formerly  the  case.  Perhaps  the  most  im- 
portant recent  development  in  the  United  States  is  the 
fact  that  many  of  these  strategic  items  have  been  trans- 
ferred within  five  years  from  the  realms  of  theory  into 
the  everyday  life  of  the  people.  There  is  now  current,  in 
every  place  where  people  meet,  an  attempt  to  discuss  and 
arrive  at  some  sort  of  intelligent  opinion  on  social  ques- 
tions of  this  sort. 

The  sense  of  economic  security,  which  during  the  earlier 
stages  in  the  growth  curve  of  the  country  could  be  taken 
for  granted  most  of  the  time,  has  now  become  a  serious 
issue  with  many  people.  When  an  economic  depression 
can  throw  every  third  employee  out  of  work  we  no  longer 
have  a  "new  land  of  boundless  opportunity."  If  there 
could  be  reasonable  continuity  of  good  conditions,  the 
problem  could  be  solved  fairly  simply  by  the  old  formula 
of  savings  and  thrift.  Under  such  conditions  a  sense  of 
security  can  be  had  by  the  rank  and  file  of  our  people 
any  time  they  want  it  strongly  enough  to  work  for  it 
and  build  it  into  their  family  budgets.  Such  security  can 
be  had  at  a  price  by  many  even  now;  and  it  will  become 
cheap  and  universal  just  as  soon  as  the  great  mass  of 
people  want  it. 

The  plan  announced  a  year  or  so  ago  by  the  Standard 
Oil  Company  of  New  York  for  its  45,000  employees  is 
in  line  with  the  United  States  principles  and  ideals.  Re- 
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tirement  is  provided  for  all  men  at  65  and  women  at  55, 
the  retirement  wage  being  £  per  cent  of  the  employee's 
average  pay  multiplied  by  the  number  of  years  in  service 
up  to  35.  Death  and  disability  benefits  also  are  included. 
For  these  items  of  security  the  company  pays  three- 
fourths  of  the  cost  and  the  employee  one-fourth.  Similar 
plans  are  in  effect  in  the  General  Electric  and  other  com- 
panies, and  similar  plans  doubtless  will  be  adopted  by 
many  other  concerns  of  their  own  volition,  if  financial 
and  monetary  experimentation  do  not  impair  the  sense  of 
safety  of  future  financial  obligations. 

But  prolonged  periods  of  slump  shake  the  stability  of 
such  arrangements  and  lead  to  agitation  in  favor  of  pro- 
viding for  this  desirable  end  by  drafts  on  the  public 
treasury.  No  form  of  dole,  no  matter  how  skillfully  dis- 
guised by  language,  can  be  a  wise  substitute  for  indi- 
vidual effort  on  the  part  of  employers  and  employees; 
and  this  is  dependent  on  the  strength  of  the  mutual  de- 
sire for  this  praiseworthy  social  addition  to  economic 
costs. 

In  the  meantime,  while  this  desire  is  growing  up,  the 
great  danger  is  that  unwise  legislators  will  try  to  set  up 
individual  economic  security  by  law,  with  the  disastrous 
results  which  are  so  clearly  displayed  in  the  recent  con- 
ditions in  England.  Compulsory  unemployment  insur- 
ance and  compulsory  pensions  for  superannuated 
employees  are  two  favorite  types  of  political  agita- 
tion at  this  time;  and  remembering  the  recent  sweep  of 
compulsory  employers'  liability  insurance  from  state  to 
state,  these  are  imminent  cause  of  anxiety  to  many  busi- 
nessmen. And  many  eager  agitators  fail  to  see  the  essen- 
tial differences  between  these  newer  projects  and  com- 
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pulsory  liability  insurance  of  employees.  The  passage  of 
the  Federal  law  providing  for  Federal  funds,  state  coop- 
eration, and  contributions  by  the  workers  and  employers 
has  serious  defects,  but  it  does  meet  the  growing  belief 
that  people  are  entitled  to  a  sense  of  economic  security  in 
a  rich  and  normally  prosperous  country. 

As  to  the  really  sound  American  way  of  getting  it  the 
people  need  education.  If  in  the  next  twenty  years  pay- 
ments for  economic  security  could  be  as  firmly  established 
in  the  budgets  of  our  people  as  gasoline  has  become  dur- 
ing the  past  twenty  years  nobody  need  ever  fear  poverty 
in  this  country.  When  people  have  a  really  "effective" 
desire  for  economic  security  they  will  have  it. 

The  opportunity  for  economic  betterment,  which  is  the 
second  of  these  desirable  social  ends,  is  still  attainable  in 
this  country  more  easily  than  in  most  other  countries. 
Nevertheless,  there  is  a  strong  counter-influence  in  the 
rapid  rise  of  large-scale  organization  of  industry  and 
commerce  combined  with  the  lack  of  any  corresponding 
provision  for  security  and  renewal  of  operating  personnel. 
The  new  economic  status  of  the  "hired  man"  is  a  social 
problem  which  is  a  far  from  satisfactory  solution  either 
from  the  standpoint  of  the  hired  man  or  of  the  corpora- 
tion which  he  serves.  And  this  is  particularly  true  of 
minor  executives. 

This  situation  has  somewhat  curtailed  the  freedom  of 
promotion  and  the  opportunities  for  economic  advance- 
ment which  formerly  were  so  characteristic  a  feature  of 
our  social  order.  As  corporations  have  become  the  normal 
form  for  business  enterprise  they  have  neglected  this 
matter  of  personnel  renewal  which  is  the  other  side  of 
the  personal  opportunity  picture. 
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As  a  matter  of  fact,  two  of  the  most  serious  defects  in 
our  corporate  form  of  operation  are  those  which  repre- 
sent a  curtailment  of  individual  chances  for  economic 
betterment : 

1.  The  tendency  to  rigidity  in  the  higher  ranks  of  personnel, 
and 

2.  The  neglect  of  adequate  provision  for  infusion  of  young 
blood. 

It  will  be  a  most  unfortunate  thing  for  American  de- 
velopment if  the  energy  of  its  youth  is  dampened  or  its 
hope  of  advancement  forestalled. 

Perhaps  the  most  far-reaching  of  all  the  listed  items 
among  our  pressing  social  problems  is  the  need  for  some 
degree  of  freedom  from  depressions.  It  is  the  attainment 
of  this  that  has  offered  most  of  the  arguments  for  a  new 
social  order  or  such  changed  relations  of  government  to 
economic  equipment  as  will  permit  planned  operation.  It 
has  been  commonly  contended  that  depressions  grow  most 
frequently  out  of  faulty  adjustment  between  production 
and  consumption. 

None  of  the  experiments  in  government  now  being  tried 
in  any  of  the  leading  countries  has  met  this  problem  satis- 
factorily. Dictatorships,  on  the  one  hand,  may  be  effi- 
cient; but  they  are  apt  to  be  heedless  of  production  or 
consumption  of  the  individual  and  hence  not  satisfactory 
guarantors  of  the  Good  Life.  On  the  other  hand,  con- 
fiscation and  abolition  of  private  property  impair  the  in- 
centives to  economic  action  and,  hence,  life  without  prop- 
erty is  apt  to  lose  something  of  its  richness  and  variety. 
If  these  two  extremes  of  dictatorship  or  complete  social- 
ization are  ruled  out,  the  most  promising  available  method 
for  keeping  production  and  consumption  in  reasonable 
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balance  is  for  producers  and  distributors  to  develop  a 
really  adequate  technique  for  keeping  in  close  touch  with 
the  quantity  and  character  of  demand.  If  this  were  done 
with  even  approximate  accuracy,  there  could  be  neither 
great  booms  nor  deep  depressions/This  idea  is  the  very 
heart  of  our  present  discussion.  And  in  it  the  most  im- 
portant single  feature  is  the  fact  that  in  this  process  of 
gauging  the  market  more  accurately  we  have  the  one 
promising  avenue  of  escape  from  the  present  and  past 
conditions  of  extreme  activity  alternating  with  depres- 
sion. 

There  is  also,  of  course,  great  help  to  be  expected  from 
many  other  lines  of  attack  on  the  problem.  Long-range 
planning  of  public  works,  by  both  the  Federal  Govern- 
ment and  the  states,  is  really  another  phase  of  this  same  / 
idea  of  gauging  the  output  to  market  conditions.  Large 
corporations,  also,  can  to  some  degree  adjust  plans  for 
improvements  to  help  even  out  the  aggregate  curve,  but 
back  of  it  all  is  the  need  for  a  continuing  disposition  on 
the  part  of  production  to  gear  itself  as  accurately  as 
possible  to  variations  in  demand. 

The  most  alluring  single  means  for  hastening  better 
adjustment  between  production  and  consumption  is  the 
improvement  of  the  distributing  mechanism,  the  fourth 
on  our  list  of  desirable  social  ends.  Of  our  present  popu- 
lation, over  one  and  a  half  million  are  employed  by 
169,000  wholesale  houses,  and  over  four  million  by  1,543,- 
000  retail  establishments.  In  other  words,  every  four 
families  furnish  a  living  to  a  distributor  of  some  sort. 
The  69  billion  dollars'  worth  of  wholesale  and  50  billion 
dollars'  worth  of  retail  business  are  major  features  of 
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our  economic  system,  and  certainly  not  all  of  this  outlay 
is  necessary,  or  even  useful. 

There  has  been  a  disposition  among  many  writers  to 
talk  of  the  sinful  wastes  of  distribution.  Much  of  this 
talk  is  loose  and  ill-founded.  The  probabilities  are  that, 
at  best,  the  present  costs  could  be  reduced  by  a  substantial 
amount,  but  the  major  savings,  if  made,  will  come  from 
the  improved  ability  to  judge  the  trends  of  public  taste 
and  the  elimination  of  the  costs  of  unproductive  services, 
and  of  economically  parasitic  retailing  largely  maintained 
by  consumer  indolence.  These  savings  will  greatly  exceed 
any  which  could  be  effected  by  attack  on  some  of  the 
more  spectacular  evils  which  come  in  for  more  common 
criticism  such  as  advertising,  and  attempts  to  influence 
demand.  These  latter  have  some  heavy  costs  to  answer 
for ;  but  compared  with  the  costs  of  serving  innumerable 
unproductive  and  parasitic  retailers,  and  useless  cross- 
hauling  and  overstocking,  these  more  dramatic  wastes  are 
negligible. 

The  financial  system  to  go  along  with  these  economic 
problems  has  its  social  side,  which  has  been  the  subject 
of  great  progress  in  recent  years.  The  whole  intricate 
subject  of  financial  and  monetary  systems,  metallic 
standards,  inflation,  deflation  and  reflation  has  been  an 
active  topic  in  these  recent  months.  And  many  of  the 
most  ardent  advocates  of  one  or  another  scheme  of  im- 
provement have  been  obliged  to  shift  their  position.  But, 
after  all  the  agitation,  it  is  becoming  olear  that  many  of 
the  old  principles  of  sound  economics  seem  likely  to  sur- 
vive. The  greatest  danger  lies  in  the  possibility  of  experi- 
ment with  half-baked  and  untried  theories  which  have  a 
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surface  promise  of  relief,  and  in  pressure  from  dema- 
gogues and  special  interests. 

The  last  two  items  on  our  list  of  social  factors  in  the 
present  economic  and  governmental  struggle  are  leisure 
and  education.  Concerning  these,  there  is  perhaps  little  to 
be  said  here  except  that  the  place  of  leisure  and  the  uses 
of  it  in  the  life  of  the  people  have  taken  on  enlarged  im- 
portance in  recent  years.  Both  production  and  consump- 
tion are  being  obliged  to  adjust  themselves  to  this  new 
social  factor.  Similarly,  education,  instead  of  being  the 
privilege  of  the  gifted,  is  in  process  of  justifying  itself 
in  this  country  as  a  privilege,  or  duty,  applying  to  every- 
body. As  a  social  enterprise,  education  will  need  refine- 
ment; and  even  now  it  needs  defense  against  the  deaden- 
ing effects  of  routinization  and  mediocrity,  particularly  in 
its  vocational  aspects. 

The  method  of  dealing  with  economic  and  social  prob- 
lems by  the  slow  working  out  of  popular  will  is  tedious 
and  not  always  satisfactory ;  but  this  still  is  a  democracy, 
and  in  the  coming  economic  conflict  between  Russia  and 
the  United  States  doubtless  it  is  with  democratic  weapons 
that  we  shall  be  obliged  to  fight.  Under  these  circum-' 
stances,  it  is  particularly  important  that  the  economic 
structure  for  making  and  distributing  wealth  shall  be 
kept  on  an  even  front  with  the  government  and  the  social 
order. 

THE   BASIS  Or   CONSTRUCTIVE  ACTION 

In  outlining  briefly  the  methods  used  in  certain  Euro- 
pean countries  for  massed  attack  on  the  problems  of  social 
progress  we  have  had  in  mind  the  fact  that  the  United 
States  sooner  or  later  would  be  obliged  to  face  competi- 
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tion  with  these  reorganizing  powers.  Our  problem,  then, 
is  not  merely  one  of  getting  a  satisfactory  living  out  of 
a  "New  Deal"  in  governmental  relations.  We  are  obliged 
to  recast  our  economic  and  social  programs  to  compete 
with  these  new  ones. 

The  program  by  which  the  United  States  moves  to 
meet  the  Russian  Five- Year  Plan  (or  any  other  plan 
which  may  develop)  will  not  be  devised  by  the  govern- 
ment. Nor  will  it  be  devised  by  popular  vote.  If  it  has 
any  elements  of  strength,  it  will  be  grounded  in  the 
problems  of  satisfactory  living.  What  we  contend  for  is 
that  it  might  well  take  the  form  of  a  concerted  effort  on 
the  part  of  producers  to  base  their  operations,  no  longer 
on  ambition,  or  greed,  or  yearning  for  control,  but  on 
an  intelligent  forecast  of  human  wants. 

That  is  a  simple  statement  of  a  huge  and  complicated 
idea.  It  will  be  more  fully  developed  in  some  of  its  most 
significant  aspects ;  but  at  this  point  it  may  be  well  to  list 
some  of  the  more  conspicuous  features  of  change  in  the 
way  of  business  operations  which  it  involves. 

First  of  all,  it  implies  improved  management,,  in  both 
industry  and  commerce,  to  cut  down  the  wastes  and  need- 
less expense  of  production  and  distribution,  to  insure  the 
most  constructive  use  of  high-grade  personnel  and  to 
keep  open  the  intake  of  young  blood. 

In  the  second  place,  it  involves  a  complete  reexamina- 
tion of  operating  structures  and  organizations  in  indus- 
try, transportation,  distribution  and  finance  to  insure 
not  only  economies,  but  also  optimum  scales  for  enter- 
prises— not  too  large  for  efficiency  nor  too  small  to  be 
able  to  maintain  a  proper  market  price  for  managerial 
brains  and  operating  skill.  In  any  case  the  rehabilitation 
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of  the  railways  is  an  essential  part  of  the  program,  and 
so  also  is  the  placing  of  all  commerce  and  industry  on  a 
basis  of  maximum  efficiency. 

And  third,  it  implies  the  elimination  of  useless  motions 
in  the  distribution  of  merchandise,  and  the  more  skillful 
performance  of  all  the  functions  of  marketing.  Along 
with  these  would  go  an  attack  on  some  of  the  more  waste- 
ful methods  of  competition,  such  as  have  been  coming  to 
the  front  in  connection  with  the  National  Recovery  Ad- 
ministration program,  the  exploiting  of  labor,  the  chisel- 
ing of  prices,  the  strong-arming  of  competitors,  and  ex- 
tortion— whether  practiced  by  grower,  manufacturer, 
distributor,  laborer  or  financier. 

This  program  of  reconstruction  for  international  com- 
petition carries  us  outside  the  limits  of  our  subject.  But 
this  larger  aspect  of  the  case  is  thus  outlined  at  this  point 
to  make  it  clear  that  what  we  do  talk  about  most  earnestly 
is  an  essential  part  of  any  proper  conception  of  the 
United  States  among  the  races  of  the  world. 

In  contrast  with  the  experience  in  other  countries  we 
are  trying  the  New  Deal.  In  that,  and  whatever  follows 
it,  success  will  be  quite  outside  the  indicated  probabilities 
if  two  things  are  not  most  conspicuous:  first,  the  in- 
creased domination  of  the  whole  process  of  production, 
distribution  and  government  by  people  and  their  ideas; 
second,  the  expression  of  this  domination  in  the  process 
of  living  rather  than  in  legislation.  What  we  shall  insist 
upon  is  not  more  government — but  an  opportunity  to  live 
satisfactorily. 


Part  III 

INDIVIDUAL  ATTAINMENT  OF  SATISFACTORY 
LIVING 


Chapter  X 
INDIVIDUAL  ATTAINMENT 

The  Curve  of  Growth 

When  a  country  has  long  possessed  a  large  production,  and  a 
large  net  income  to  make  savings  from,  and  when,  therefore, 
the  means  have  long  existed  of  making  a  great  annual  addition 
to  capital  (the  country  not  having,  like  America,  a  large  reserve 
of  fertile  land  still  unused)  ;  it  is  one  of  the  characteristics  of 
such  a  country,  that  the  rate  of  profit  is  habitually  within,  as  it 
were,  a  hand's  breadth  of  the  minimum,  and  the  country  therefore 
on  the  very  verge  of  the  stationary  state. 

— John  Stuart  Mill,  "Principles  of  Political  Economy," 

page  315 

Life  would  be  simple  if  we  could  honestly  believe  that 
the  problems  of  satisfactory  living  could  all  be  solved 
by  massed  attack.  All  we  need  do  then  would  be  to  ride 
with  the  tide.  But,  whatever  is  done  in  masses,  there  ob- 
viously will  be  much  to  do  as  individual  undertakings.  If 
we  were  to  stop  our  discussion  with  this  summary  of  these 
instances  of  joint  attack  on  the  problems  of  satisfactory 
living,  we  should  leave  the  whole  problem  in  the  air. 

From  this  point  on  we  shall  consider  those  aspects  of 
satisfactory  living,  and  the  problems  of  meeting  them, 
which  have  to  do  mainly  with  individuals  as  consumers  and 
as  producers.  It  will  be  necessary  first  to  restate  certain 
features  of  a  more  or  less  general  character  which  lie 
mainly  in  the  range  of  economics,  but  which  also  touch  on 
other  branches  of  learning.  These  will  include  such  mat- 
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ters  as  bear  directly  on  the  making  and  distributing  of 
business  profits. 

The  first  of  these  elements  of  individual  enterprise  we 
shall  refer  to  as  the  "Curve  of  Growth."  This  familiar 
mathematical  concept  is  not  new,  but  it  never  before  has 
had  quite  its  present  meaning  to  us  in  this  country.  It 
will  serve  to  bring  to  mind  the  importance  of  the  time- 
element  in  any  matter  which  results  from  human  reac- 
tions in  the  mass.  An  ordinary  probability  curve  serves 
to  present  this  idea;  and  with  only  slight  modifications 
it  serves  to  represent  the  normal  life  history  of  almost  any 
activity  which  depends  on  public  favor.  The  abandon- 
ment of  popular  heroes,  the  traditional  ingratitude  of 
republics,  are  manifestations  of  this  characteristic  of 
public  reactions;  and  of  the  same  nature  are  fads,  or 
fashions,  and  other  shifts  in  public  taste.  All  these  move- 
ments of  mass  human  opinion  conform  to  the  rhythm 
represented  by  this  "Curve  of  Growth." 

This  curve  (or  this  undulating  type  of  development  it 
represents)  ought  to  be  in  the  mind  of  anyone  who  hopes 
to  discuss  economic  or  social  affairs  in  this  country  to  any 
constructive  purpose.  The  place  on  this  probability  curve 
at  which  any  economic  or  social  phenomenon  happens  to 
stand  at  any  given  time  greatly  affects  its  significance. 

The  influence  of  the  geographic  frontier  in  United 
States  history  and  the  significance  of  its  eventual  dis- 
appearance has  become  an  accepted  feature  of  history 
teaching ;  and  this  influence  of  the  frontier  and  the  popu- 
lation's attitude  toward  it  could  be  plotted  on  a  curve  of 
this  same  type.  In  intellectual  affairs  the  degree  of  inter- 
est in  a  given  subject  goes  in  waves  of  a  kindred  sort — 
slow  growth,  rapid  growth,  peak  and  after-peak;  pio- 
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sring,  public  acceptance,  success,  diminishing  returns — 

3  rhythm  is  true  and  almost  universal  in  public  reac- 

ns. 

Our  economic   development  has   followed   the   ixormal 

owth  curve  to  its  present  state  which  appears  to  be 

er  the  peak.  If  it  is  rejuvenated  by  new  ideas,  new 
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ethods  or  new  technique  it  may  start  again  its  curved 
Dward  course.  Otherwise  it  will  sag,  or  with  great  effort 
•  held  level.  It  is  not  true  that  the  country  on  the  whole 
on  the  downgrade ;  but  it  might  easily  be  if  there  are 
)t  developed  new  ideas  and  new  skills  in  conducting 
iman  living.  Fortunately  the  new  ideas  and  new  skills 
em  likely  to  be  forthcoming. 
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Our  various  concepts  of  government,  also,  have  fol- 
lowed the  general  course  of  the  curve.  New  political  ideas 
have  started  slowly,  then  spread  rapidly,  reached  their 
peak,  stabilized  and  declined.  This  is  the  story  of  political 
party  shifts,  as  well  as  of  experimental  ideas  in  govern- 
ment— federalism,  protectionism,  states'  rights,  govern- 
ment regulation,  centralization  of  control,  expansion  of 
bureaucracy,  woman  suffrage,  popular  primaries,  popular 
election  of  senators,  government  by  commissions — each 
followed  about  the  same  sort  of  course. 

In  the  same  way  our  social  ideas  show  what  amounts  to 
a  characteristic  life  history.  They  start  slowly,  they  reach 
sooner  or  later  a  stage  of  rapid  acceptance,  they  grow 
stable  and  they  tend  to  need  revitalizing.  They  follow 
the  Curve  of  Growth.  The  dominance  of  might,  the  feudal 
system,  the  divine  right  of  kings,  the  "rights"  of  the 
people,  the  "right  of  property,"  the  sway  of  the  bour- 
geoisie, the  sovereignty  of  the  proletariat — these  and 
many  other  expressions  of  the  social  order  have  developed 
with  reasonable  certainty  that  the  same  elements  in  the 
formula  of  their  growth  which  cause  them  to  rise  even- 
tually lead  to  their  decline. 

THE  NEED  FOR  RENEWAL 

All  this  is  capable  of  mathematical  formulation ;  but  for 
our  purposes  it  may  be  sufficient  to  call  attention  to  the 
fact  that  so  many  activities  representing  mass  human 
action  are  subject  to  this  same  type  of  undulating  devel- 
opment. 

The  obvious  implication  is  that  even  a  good  economic, 
governmental,  or  social  idea  needs  occasional  revitalizing 
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to  offset  the  elements  of  self-destruction  which  it  contains, 
and  there  is  plenty  of  evidence  that  this  is  true. 

A  few  illustrations  may  serve.  In  the  growth  of  human 
knowledge  there  is  to  be  found  a  concrete  example.  The 
rise  of  the  body  of  knowledge  in  any  one  field  is  slow  at 
first,  then  rapid,  and  as  it  develops  it  eventually  shows  a 
stabilized  or  even  a  declining  rate  of  growth.  Similarly, 
in  the  case  of  education,  the  idea  of  the  body  of  knowl- 
edge being  made  available  to  the  people  at  first  made 
slow  progress;  a  small  coterie  among  the  elect  were  the 
only  people  of  knowledge — the  magicians,  the  priests  or 
savants.  Then  it  spread  to  the  nobility  and  the  privileged 
few,  then  the  bourgeoisie,  and  finally!  the  proletariat.  In 
each  of  these  illustrations,  as  the  phenomenon  came  to  be 
stabilized  and  growth  retarded,  the  rejuvenation  came 
from  an  enrichment  of  the  content  or  an  expansion  of 
the  areas  of  knowledge  covered. 

Another  familiar  example  is  to  be  found  in  the  growth 
of  such  political  dogmas  as  the  expansion  of  participa- 
tion in  government  through  the  electorate.  Working  men 
in  England  clamored  for  the  vote  and  felt  that  the  fran- 
chise would  save  them  out  of  all  their  troubles.  First,  the 
agitation  for,  and  then  the  use  of  the  hard-won  franchise, 
went  through  this  same  sort  of  life  history  of  successive 
pioneering,  enthusiasm,  stabilization  and  decline.  In  this 
country  the  corresponding  story  is  to  be  read  in  connec- 
tion with  every  expansion  of  the  electorate.  The  exten- 
sion of  the  vote  to  women  is  the  most  recent  case.  This 
tardy  recognition  of  feminine  intelligence  was  advocated 
through  campaigns  having  a  course  like  the  Curve  of 
Growth.  And  the  resulting  emancipation  bids  fair  to  fol- 
low the  same  course.  Grade  for  grade  the  women  now 
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vote  as  often  and  as  wisely  as  their  men,  the  electorate  is 
doubled,  the  government  shows  no  marked  gain,  and  the 
wild  enthusiasm  of  the  new  voters  now  flattens  out  into 
the  over-the-peak  indifference  of  those  more  experienced. 
In  this  there  is,  again,  evidence  that  if  this  participation 
of  these  newcomers  in  government  is  to  be  kept  from  de- 
cay the  nature  of  popular  activity  in  affairs  of  state  will 
need  to  be  expanded  and  enriched. 

SUPPLY  AND   DEMAND 

Finally,  there  is  an  illustration  of  this  same  phenome- 
non in  the  adjustment  of  production  to  consumption. 
This  is  an  economic  problem  but  apparently  the  same 
underlying  law,  or  condition,  holds.  For  many  years  after 
the  industrial  revolution,  as  rapidly  as  supply  grew,  de- 
mand kept  ahead  of  it.  Speaking  broadly,  anything  that 
could  be  made  could  be  sold  for  more  than  the  cost  of  its 
production.  Then,  eventually,  supply  overtook  demand, 
and  there  has  been  for  years,  in  many  lines,  a  buyers' 
market.  The  implications  of  this  relative  rate  of  growth 
of  supply  as  compared  with  demand  will  be  discussed 
more  fully  at  another  point. 

The  point  to  be  established  here  is  the  apparent  fact 
that  this  curve  of  growth  runs  through  many  kinds  of 
human  action  and  that,  in  each  case,  as  the  peak  is  ap- 
proached the  problems  involved  become  more  difficult  of 
solution.  When  nearly  everybody  can  be  educated  then 
the  process  of  education  becomes  more  complicated.  When 
standards  of  comfort  begin  to  reach  stabilization,  the 
desire  to  attain  comfort  without  effort,  and  as  a  thing 
to  be  assumed,  spreads ;  and  the  real  attainment  of  com- 
fort may  be  hindered.  If  everybody  could  be  happy,  the 
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conviction  that  happiness  could  be  attained  easily  would 
be  likely  to  interfere  with  its  achievement,  and  the  actual 
number  of  happy  people  would  tend  to  sag. 

The  manifest  drag  on  almost  any  form  of  human  at- 
tainment is  the  price  which  must  be  paid  for  it.  This  price 
(whatever  form  it  may  happen  to  take)  apparently  rep- 
resents the  resistance  which  causes  so  many  of  these  mani- 
festations of  human  yearnings  to  take  this  same  charac- 
teristic form.  The  price  necessary  to  pay  for  satisfactory 
economic  conditions  is  complicated.  It  gets  into  morals, 
ethics  and  all  branches  of  human  behavior.  It  involves 
production,  distribution,  consumption  and  the  govern- 
ment's relations  to  each;  and  it  involves  capital,  labor, 
standards  of  living,  wages,  profits  and  rent.  In  fact,  most 
of  the  sciences  of  economics,  sociology  and  ethics  are  made 
up  of  attempts  to  formulate  a  satisfactory  balance  be- 
tween desirable  ends  to  be  attained  and  the  prices  to  be 
paid  for  their  attainment. 

PLANNING  FOR  THE  PRESENT  AND  THE  FUTURE 

If  we  grant  that  in  any  business  enterprise  this  Curve 
of  Growth  is  a  factor,  then  it  follows  that  successful 
dealing  with  any  problem  for  that  enterprise  must  com- 
bine both  a  short-range  and  a  long-range  activity.  The 
position  on  the  curve  at  a  given  time  is  important  and 
so,  too,  is  the  future  trend  or  direction. 

In  American  economic  problems,  therefore,  there  are 
always  involved  both  strategy  and  tactics  (to  use  a  mili- 
tary figure) — long-time  planning  and  immediate  operat- 
ing schedules. 

Pancho  Villa,  the  notorious  (and  at  one  time  nearly 
successful)   Mexican  bandit  of  a  few  years  ago,  is  re- 
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ported  to  have  expressed  great  surprise  and  contemptuous 
incredulity  when  told  that  there  were  many  people  who 
believed  that  warfare  had  a  science  woven  about  it,  and 
that  many  other  wise  intelligent  folk,  when  at  war,  ham- 
per themselves  by  rules  and  codes  of  conduct  and  thus 
curtail  their  ability  to  act.  His  kind  of  war  experience 
had  taught  him  that  the  only  rules  about  war  worth  con- 
sidering were  to  ride  fast  and  shoot  quickly  and  accu- 
rately. 

There  are  business  concerns  with  the  strategic  intelli- 
gence of  Pancho  Villa,  and  some  of  them  have  been,  and 
still  are,  successful.  Our  contention  is  that  they  succeed 
in  spite  of  their  medieval  viewpoint,  not  because  of  it, 
and  that  the  great  successes  of  the  future  are  not  to  be 
won  merely  by  good  tactics. 

The  science  of  economics  is,  in  its  present  form,  rela- 
tively new;  and  business  can  claim  to  be  only  a  very 
young  child  of  this  comparatively  youthful  parent.  It  is 
not  strange  then,  that  the  feeling  still  prevails  in  many 
parts  of  business  that  the  aim  of  all  business  endeavor  is 
to  win  the  immediate  objective  and  that  anything  like  a 
scientific  development  of  strategy  is  a  useless  trimming, 
at  best. 

Perhaps  the  significance  of  grand  strategy  as  com- 
pared with  tactics  can  be  made  vivid  by  an  illustration 
from  a  field  of  human  activity  other  than  war.  It  is  usual 
to  think  of  a  university,  like  Yale,  as  only  an  educational 
institution  to  put  young  people  in  the  way  of  prepara- 
tion for  adult  life ;  and  few  realize  how  much  care  and 
thought  must  be  given  to  preserving  such  an  institution's 
strength,  expanding  its  wisdom  and  insuring  its  intel- 
lectual and  scientific  future. 
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A  short  time  ago  President  Angell,  at  a  gathering  of 
Yale  alumni,  told  of  some  of  Yale's  research  activities 
which  are  carried  on  for  providing  future  teaching  ma- 
terial and  enriching  the  fund  of  human  wisdom.  What, 
one  might  well  ask,  has  an  astronomical  observatory  in 
Johannesburg  to  do  with  the  education  of  young  men  in 
New  Haven,  and  of  what  use  is  an  excavating  squad  dig- 
ging among  old  bricks  in  Asia  Minor,  or  a  group  of  able- 
bodied  people  tinkering  with  a  volcano  in  Hawaii  or  a 
chimpanzee  farm  in  Florida  or  an  Institute  of  Human 
Relations?  These  are  only  a  few  of  Yale's  activities  in 
building  for  the  future.  Truth  no  longer  is  to  be  found 
"at  the  bottom  of  a  well" — it  is  at  the  ends  of  the  earth, 
at  tops  of  mountains,  in  the  frontier  places  beyond  what 
we  know,  and  it  is  the  business  of  a  college  to  keep  push- 
ing back  the  boundaries  of  what  is  known,  lest  it  be 
caught  teaching  young  men  outworn  traditions  and  mis- 
conceptions in  place  of  truth.  And  just  as  Yale  must  be 
preparing  for  the  future  as  well  as  doing  its  daily  work, 
so  modern  business  is  confronted  with  two  tasks  to  be 
carried  on  at  once — operating  and  renewing  itself. 

In  the  field  of  engineering  another  illustration  is  offered 
by  the  Grand  Central  Station  rebuilding  in  New  York. 
While  over  five  hundred  trains  a  day  were  being  dis- 
patched on  time,  the  old  building  was  torn  down  and 
carted  away.  A  new  75  million  dollar  structure  took  its 
place,  and  over  the  expanded  terminal  yards  more  than 
164  millions  of  dollars'  worth  of  other  buildings  have 
been  erected. 

This  conception  of  business  as  having  both  immediate 
and  ultimate  objectives  is  one  which  it  is  difficult  enough 
to  hold  firmly  in  mind  in  the  course  of  competition.  It  is 


100    PEOPLE'S  WANTS  AND  HOW  TO  SATISFY  THEM 

not  easy  in  sharp  competitive  fighting  to  realize  the  con- 
nection between  getting  today's  work  done  and  the  ground 
currents  by  which  business  as  a  whole  is  moved ;  nor  is  it 
easy  to  see  that  these  ground  currents  may  be  of  greater 
importance  than  the  day's  success. 

Even  under  a  capitalistic  competitive  system  where 
profit  is  essential,  business  is  coming  to  see  that  its  con- 
tinued success  depends  not  only  on  earnings,  but  also  on 
its  usefulness  to  people.  This  usefulness  once  was  meas- 
ured solely  by  the  services  it  rendered  in  the  course  of  its 
operation.  Of  recent  years  this  usefulness  in  human  serv- 
ice has  been  supplemented,  in  a  measure,  by  attention  to 
its  usefulness  as  an  investment.  There  are  now  over  6,600,- 
000  owners  of  securities  issued  on  going  business  enter- 
prises in  this  country.  Hence,  in  both  the  short  and  the 
long  run  the  ability  of  any  business  to  continue  to  per- 
form economically  some  desirable  service  for  mankind  is 
the  real  measure  of  its  strength. 

This  implies  ability  in  the  business  at  least  to  keep  up 
with  the  changes  in  the  public  conception  of  the  service  it 
is  trying  to  render.  No  business  can  continue  to  be  suc- 
cessful if  it  is  doing  for  the  public  merely  what  it  did  five 
years  ago,  or  two  years,  or  even  one,  and  if  it  is  doing  this 
only  as  well  as  it  did  then.  This  is  true  of  single  enter- 
prises and  of  whole  groups  of  business. 

The  chance  of  survival  for  any  business  rests  on  its 
ability  to  give  to  the  public  what  it  wants  when  it  wants 
it,  and  on  satisfactory  terms,  and  to  keep  on  doing  this 
throughout  the  "Curve  of  Growth,"  in  days  of  lessening 
returns  as  well  as  in  the  pioneering  and  rapid-growth 
stages. 


Chapter  XI 
INDIVIDUAL  ATTAINMENT 

Production  and  Distribution  of  Goods  for  Profit 

And  there  is,  furthermore,  one  great  outstanding  difference 
between  the  present  times  and  the  past.  Until  recently,  economic 
laws  were  almost  wholly  a  matter  of  theory  and  speculation, 
and  for  this  reason  it  was  difficult  to  say  what  were  serious  and 
what  were  minor  defects  in  any  economic  plan.  But  now,  to  a 
large  degree,  we  can  measure  and  weigh  and  give  a  value  to  each 
factor  in  our  social  and  industrial  organization. 

— M.  C.  Rorty,  "Some  Problems  in  Current  Economics," 

page  29 

The  residual  nature  of  profits  is  an  economic  principle 
widely  recognized  in  our  industrial  system.  Raw  materials 
are  bought,  labor  is  paid,  rent  and  interest  on  invested 
capital,  overhead  and  selling  costs  are  cared  for;  and 
then,  if  the  product  can  be  sold  in  the  consuming  market 
at  a  price  which  will  yield  anything  more  than  the  sum 
of  these  aggregate  costs,  that  "something  more"  is  profit. 
In  such  a  system  it  is  clear  that  profits  depend  on  a 
number  of  factors  which  need  careful  balancing.  If  capital 
becomes  greedy  (or  if  so  many  capital  obligations  are 
undertaken  that  they  impair  the  proper  conduct  of  the 
business),  there  may  be  no  profits.  If  labor  becomes  too 
costly,  profits  will  disappear;  and  most  important  of  all, 
if  the  final,  consuming  buyer  either  cannot,  or  will  not, 
buy  at  a  necessary  markup  over  the  aggregated  cost  items 
there  will  be  no  profits. 

101 
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For  any  given  business,  or  for  any  industry  as  a  whole, 
this  balancing  of  the  return  to  capital,  labor  and  the 
consumer,  in  the  form  of  earnings,  wages  and  use-value 
is  imperative ;  although  it  seldom  happens  that  the  three- 
cornered  balance  is  well  preserved  for  long  at  a  time. 
This  makes  it  necessary  to  digress  here  into  a  considera- 
tion of  some  of  the  elementary  principles  of  pricing,  for 
this  represents  the  focal  point  in  a  capitalistic  economy. 

The  past  four  or  five  years  have  made  it  clear  that  it 
is  not  sufficient  to  know  how  to  make  things.  In  a  "profit 
economy"  this  knowledge  will  be  useful  only  when  these 
products  can  be  marketed  in  such  a  way  that  they  yield 
a  definite  return  to  the  labor  employed,  to  the  capital 
invested  and — in  the  sense  of  good  value — to  the  con- 
suming public  who  must  continue  to  buy  them  if  profits 
are  to  be  made.  All  three  of  these  ends  depend  on  intelli- 
gent pricing. 

Prices  have  had  ample  discussion  from  certain  angles, 
but  there  are  many  aspects  of  this  central  element  in 
business  which  have  not  been  adequately  worked  out. 
For  example,  we  need  not  be  reminded  that  prices  are 
direct  indicators  of  a  wide  variety  of  economic  facts.  As 
the  money  equivalent  of  goods  required  for  human  exist- 
ence, they  reflect  living  standards ;  as  the  return  which  a 
producer  can  get  for  his  product,  they  are  an  indicator 
of  possible  earnings  for  industry  or  trade;  as  a  focused 
resultant  of  the  forces  of  supply  and  demand,  they  are 
an  index  of  general  business  conditions. 

PURE  COMPETITION  AND  MONOPOLISTIC  COMPETITION 

The  old  confusion  between  prices  as  a  resultant  of 
complex  forces  and  prices  as  a  matter  which  may  be 
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handled  more  or  less  firmly  by  a  producer  has  been  clari- 
fied by  the  recent  treatment  of  the  subject  by  Edward 
Chamberlin  in  his  Theory  of  Monopolistic  Competition. 
In  this  he  makes  it  clear  that  "pure  competition"  exists 
only  when  there  is  complete  freedom  of  interchange  of 
products  as  in  the  case  of  grades  of  grain — one  unit  or 
group  of  units  being  precisely  like  all  others.  But  when 
through  invention,  improvement,  identification,  design  or 
other  modification  one  producer's  output  is  set  off  from 
others  by  a  real  or  imaginary  difference,  then  an  element 
of  monopoly  enters,  which,  at  least  to  some  extent,  modi- 
fies the  process  of  pricing  and  gives  to  the  producer,  or 
owner,  a  basis  for  the  development  of  pricing  policies  of 
a  causal,  rather  than  of  a  resultant,  sort. 
In  this  connection,  Mr.  Chamberlin  says:1 

Under  pure  competition,  the  individual  seller's  market  being 
completely  merged  with  the  general  one,  he  can  sell  as  much  as  he 
pleases  at  the  going  price.  Under  monopolistic  competition,  how- 
ever, his  market  being  separate  to  a  degree  from  those  of  his  rivals, 
his  sales  are  limited  and  defined  by  three  new  factors:  (1)  his 
price,  (2)  the  nature  of  his  product,  and  (3)  his  advertising 
outlays. 

The  divergence  of  the  demand  curve  for  his  product  from  the 
horizontal  imposes  upon  the  seller  a  price  problem,  absent  under 
pure  competition,  which  is  the  same  as  that  ordinarily  associated 
with  the  monopolist.  Depending  upon  the  elasticity  of  the  curve 
and  upon  its  position  relative  to  the  cost  curve  of  his  product, 
profits  may  be  increased,  perhaps  by  raising  the  price  and  selling 
less,  perhaps  by  lowering  it  and  selling  more.  That  figure  will  be 
sought  which  will  render  the  total  profit  a  maximum. 

When  prices  generally  are  high,  almost  any  business 
1  Edward  W.  Chamberlin,  op.  cit.,  p.  71. 
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can  with  profit  pursue  certain  pricing  policies  which 
when  practiced  under  bad  market  conditions  serve  only 
to  aggravate  matters.  For  instance,  when  prices  generally 
were  well  above  production  costs  it  was  possible  in  many 
cases,  by  quoting  lower  prices,  to  get  enough  new  busi- 
ness to  more  than  offset  the  direct  sacrifice  in  the  profit- 
rate;  but  now,  with  so  many  prices  below  production 
costs — and  even  below  the  cost  of  irreducible  and  con- 
tinuing overhead — a  price  reduction  often  represents  only 
additional  losses  whether  more  business  results  or  not. 

WHAT  A  PRICE  REALLY  IS 

A  price  may  be  defined  as  a  figure — usually  expressed 
in  money — at  which  a  seller  and  a  buyer  are  disposed  to 
do  business.  This  figure  is  determined  in  a  great  variety 
of  ways.  In  some  cases,  it  represents  the  balancing  point 
between  the  bargaining  skill  of  one  buyer  and  one  seller. 
Much  of  the  trading  done  in  the  Oriental  countries, 
where  human  time  is  not  highly  valued,  is  of  this  sort. 
Sometimes  in  an  Oriental  bazaar  hours  will  be  spent  in 
arriving  at  the  price  involved  in  a  trifling  purchase.  At 
the  other  extreme  a  price  may  represent  the  focusing 
point  for  all  the  ascertainable  price-making  influences  in 
the  world.  Such,  for  example,  are  the  prices  quoted  on 
the  boards  of  the  leading  produce  or  commodity  exchanges 
— cotton  in  Liverpool,  wheat  in  Chicago.  Auctions  repre- 
sent another  pricing  method  in  which,  by  means  of  open 
offers  and  public  bids,  price-making  influence  are  brought 
together  in  free  play.  Competitive  bidding  for  construc- 
tion contracts,  merchandise  fairs,  continuing  contract 
arrangements,  cost-plus  agreements  and  many  other  de- 
vices all  are  simply  different  mechanisms  for  arriving  at 
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a  figure  at  which  seller  and  buyer  are  disposed  to  do 
business. 

In  times  of  serious  economic  disturbance  price  reduc- 
tions may  lose  their  normal  effect  in  stimulating  sales 
because  of  decreased  responsiveness  on  the  part  of  the 
consumers.  But  there  is  an  even  more  serious  obstacle  to 
the  effectiveness  of  lower  prices  as  a  corrective  when  there 
is  heavy  capital  investment  in  production  equipment. 
These  capital  burdens  are  continuous  regardless  of  price. 
In  times  when  the  production  costs  of  a  large  number  of 
producers  are  above  the  market  price  established  by  con- 
ditions of  supply  and  demand,  these  producers,  if  they 
operate,  must  do  it  at  a  loss.  In  principle,  at  such  times 
this  unprofitable  production  ought  to  stop ;  but  other  im- 
portant counter-influences  intervene.  There  are  severe 
liquidation  losses  if  the  stoppage  is  permanent ;  and  even 
though  the  stoppage  is  only  temporary,  there  is  distress 
for  employed  labor.  In  other  words,  while  demand  may 
be  elastic — depending  on  the  price,  supply  has  its  elas- 
ticity impaired  by  the  financial  and  social  obligations  of 
any  highly  organized  economic  system.  Unless  there  is  to 
be  some  artificial  restraint  on  the  free  play  of  price- 
making  forces — aiming  to  keep  them  above  a  reasonable 
limit  of  production  costs — there  is  bound  to  be  uncer- 
tainty in  the  return  on  capital  investment,  and  irregu- 
larity of  employment  of  labor.  This  is  equally  true 
whether  the  capital  outlay  be  made  in  an  individualistic 
or  a  socialistic  form.  The  main  difference  is  that  in  the 
latter  case  the  loss  would  fall  on  the  public  as  a  whole 
instead  of  on  individual  investors;  the  irregularity  of 
work  would  be  present  in  either  case,  and  under  a  social- 
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istic  order  it  could  be  mitigated  only  by  grants  from 
public  funds. 

SUPPLY  AND  DEMAND  AND  COSTS 

This  makes  highly  desirable  some  effective  control  over 
production  to  make  sure  that  supply  does  not  outrun 
demand,  and  it  makes  it  equally  imperative  that  all  costs 
— and  particularly  the  marginal  ones — be  accurately  fig- 
ured and  that  they  contain  no  elements  of  extravagance 
or  avoidable  waste. 

For  consumer  goods  and  industrial  goods  alike,  the 
fundamental  reason  for  existence  of  any  business  enter- 
prise is  the  facilitating  of  human  life.  Even  back  of  any 
profit  motive  is  this  necessity  to  facilitate  human  exist- 
ence^— otherwise  there  can  be  neither  consumption,  de- 
mand nor  profits.  If  the  present  profit  economy  fails  it 
will  be  through  neglect  of  this  idea.  Profits  in  the  final 
analysis  are  the  price  mankind  is  willing  to  pay  to  have 
its  life  enriched  and  facilitated. 

Consumer  prices,  under  normal  conditions,  represent 
the  sum  of  the  prevailing  cost  of  doing  business  and  the 
going  rate  of  profit  added  to  material  and  conversion 
costs.  But  while  these  consumer  prices  do  represent  the 
sum  of  costs  and  profits  of  production  and  distribution, 
they  represent  at  the  same  time  an  equivalent  of  the  con- 
sumers' appraisal  of  value-in-use,  whereas  all  those  prices 
which  precede  it  are  based  on  value-in-exchange.  The 
consumer  price  is  the  meeting  point  of  two  chains  of 
causal  forces — supply  and  demand. 

Not  only  is  the  consumer  price  thus  a  complicated  re- 
sultant of  contending  forces;  it  is  still  further  modified 
by  the  fact  that  this  price  frequently  comes  to  stand  for 
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certain  ideas  which  really  have  no  proper  place  in  a  price 
quotation.  In  some  cases  the  consumer  price,  for  example, 
becomes  a  measure  of  quality;  and  this  acceptance  of 
quality  standards  often  has  an  effect  on  the  price  itself. 
The  same  consumer  who  is  skeptical  of  a  10-cent  cigar 
cut  to  seven  and  a  half  cents  or  five  cents  may  not  hesitate 
to  buy  for  $50  a  chair  "marked  down"  from  $100.  A 
10-cent  price  is  a  measure  of  quality  in  a  cigar.  In  a  chair 
a  price  of  $100  means  nothing  definite  or  specific. 

This  interlacing  of  quality  ideas  and  consumer  prices 
never  has  been  adequately  worked  out.  Some  phases  of  it, 
as  found  in  the  drug  specialty  field  were  touched  on  in 
connection  with  the  National  Drug  Survey  in  St.  Louis, 
conducted  by  the  Department  of  Commerce  a  year  or  two 
ago.  There  it  was  brought  out  that  when  there  is  a  single 
modal  price  in  a  commodity  group — as,  for  example, 
soaps  retailing  for  10  cents — the  consumer  is  likely  to  be 
largely  conscious  of  the  price  and  any  variations  from 
the  price  usually  will  be  downward.  In  the  case  of  com- 
modities for  which  there  are  two  or  more  modal 
price  levels,  the  quality  or  effectiveness  of  the  article 
itself  becomes  the  center  of  attention  rather  than 
price.  In  these  cases — as  illustrated  by  antiseptic 
mouthwashes  for  which  there  are  several  normal  prices — 
instead  of  the  common  practice  being  price  reductions, 
competition  takes  the  form  of  adding  allied  items  or  of 
making  claims  of  greater  effectiveness.  In  the  St.  Louis 
survey  of  46  consumer  items  compared,  15  represented 
articles  of  which  the  list  prices  seldom  were  shown,  12 
were  items  on  which  there  was  a  definite  modal  price 
although  the  list  price  was  not  always  shown  on  the 
package.  On  19  items  there  was  a  single  modal  designated 
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price,  and  for  these  there  were  two  or  more  differing 
price  levels  at  which  the  items  actually  were  sold;  11  of 
these  showed  two  such  lowered  price  points  and  8  of  them 
exhibited  more  than  two. 

CONSUMER  IDEAS   OF   PRICE 

An  illustration  of  the  strange  vagaries  of  consumer 
price  standards  is  that  of  a  proprietary  medicine  com- 
pany which  makes  nearly  all  of  its  sales  in  the  higher  in- 
come brackets.  When  it  raised  its  price  from  $1.00  to 
$1.50  the  total  sales  fell  off,  but  when  the  price  was 
further  raised  from  $1.50  to  $2.00  sales  went  to  three 
times  those  made  at  the  $1.00  level,  and  at  the  $2.00  price 
they  have  kept  up  steadily. 

Again,  the  normal  play  of  supply  and  demand  in- 
fluences in  the  consumers'  price  is  definitely  modified  by 
the  vagueness  of  the  consumers'  ideas  of  mere  quantity — 
as  distinct  from  quality.  For  example,  comparatively  few 
consumers  realize  that  of  two  popular  ginger  ales,  retail- 
ing for  approximately  the  same  price,  one  is  in  a  bottle 
containing  16  ounces  and  the  other  12  ounces.  The  con- 
sumer apparently  is  quite  unconscious  of  this  difference 
in  quantity  and  is  not  responsive  to  it  when  reminded 
that  in  this  way  he  loses  one  full  bottle  out  of  every  four 
purchased. 

One  of  the  citrus  fruit  marketing  organizations  re- 
cently tried  some  experiments  in  unusual  quantities :  three 
dozen  oranges  for  50  cents,  25  oranges  for  a  dollar,  and 
a  combination  of  oranges,  lemons  and  a  reamer,  a  $1.25 
value  for  89  cents.  In  the  New  York  Fulton  Market 
recently,  one  stallkeeper  experimented  with  the  sale  of  25 
lemons  for  25  cents  and  100  lemons  for  a  dollar,  getting 
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away  from  the  dozen  terminology.  In  each  case  these 
unusual  prices,  when  adequately  exploited,  resulted  in 
great  increase  of  sales. 

As  has  been  pointed  out,  it  is  coming  to  be  recognized 
that  any  industry  or  specific  enterprise  under  a  profit 
economy  has  three  obligations  to  perform  and  that  these 
must  be  kept  in  reasonably  good  balance  with  each  other 
— the  obligations  to  the  capital  invested,  the  obligations 
to  labor  employed  and  the  obligations  to  the  consuming 
market. 

Until  the  development  of  codes  under  the  NBA,  many 
industries  did  not  report  adequately — even  if  they  knew 
— the  results  of  their  pricing  operations  with  respect  to 
any  one  of  these  three.  That  was  believed  to  be  the  main 
reason  for  unprofitable  pricing.  A  loss  due  to  inadequate 
pricing  can  be  concealed  for  a  time,  sometimes  long 
enough  for  its  cause  to  be  forgotten.  Enforced  publicity 
— if  not  by  law,  then  by  agreement — concerning  all  pric- 
ing operations  as  they  affect  stockholders,  labor  and  the 
consuming  public,  if  they  become  feasible,  would  offer  a 
basis  for  corrective  action.  In  any  case  the  development 
and  circulation  of  such  knowledge  "within  the  walls" 
would  have  a  tonic  effect  on  any  individual  concern.  If 
a  price-breaker  can,  in  due  time,  justify  his  acts  as  fair 
to  his  stockholders,  fair  to  his  labor  and  fair  to  the  public 
consuming  his  and  kindred  goods,  taking  into  considera- 
tion all  the  elements  of  real  value,  then  he  may  not  be 
harmful,  but  a  beneficent  social  unit.  But  when  he  has  cut 
prices  below  the  costs  of  his  competitors  and  it  becomes 
apparent  that  this  cut  has  come  out  of  the  pockets  of  his 
stockholders,  his  workers  or  his  customers,  then  his  cut 
stands  in  its  true  light  as  a  predatory  operation. 
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If  we  are  to  continue  to  live  under  a  profit  economy,  the 
only  chance  of  being  sure  of  returns  adequate  for  develop- 
ment, maintenance  and  satisfactory  functioning  is  to  be 
found  in  profits.  If  there  are  no  profits,  the  whole  profit 
structure  must  come  down. 

Profit,  in  fact,  constitutes  the  only  effective  driving 
power  of  business  under  our  present  economic  system.  If 
profits  do  not  materialize  fairly  constantly  in  any  business 
it  must  close  up;  even  a  short  suspension  of  properly 
figured  profits  will  result  in  some  measure  of  deteriora- 
tion in  the  enterprise. 

The  obligation  to  make  a  decent  profit  should  be  fully 
realized.  This  obligation  to  make  a  profit  is  not  merely 
an  obligation  to  the  owners  or  stockholders  of  the  busi- 
ness; it  is  equally  important  as  a  social  responsibility — 
for  a  profitless  business  soon  becomes  a  social  liability  in 
many  ways.  Without  adequate  profits  a  business  cannot 
command  capital,  it  cannot  keep  its  equipment  in  step 
with  progress,  and  it  is  under  strong  pressure  to  fall 
short  in  the  fulfillment  of  its  direct  and  implied  obliga- 
tions to  the  labor  it  employs  and  to  the  public  it  aims  to 
serve.  All  industrial  and  social  progress  is  derived  from 
profits — the  residual  amount  left  in  a  price  after  costs 
have  been  covered. 

A  PRICE  FORMULA 

Some  kind  of  a  price  formula  ought  to  be  adopted  and 
adhered  to  by  every  business  which  hopes  to  keep  alive. 
In  selecting  a  formula,  and  in  applying  it  to  operating 
conditions,  there  are  a  few  simple  guides  to  good  practice 
which  need  to  be  followed  in  order  to  bring  pricing  per- 
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formance  up  to  a  level  with  the  dictates  of  common  sense. 
These  three  fundamental  questions  are : 

1.  Does  the  formula  result  in  prices  which  give  adequate  re- 
turn to  the  capital  invested? 

2.  Are  the  resulting  prices  at  such  a  level  as  to  permit  the 
paying  of  at  least  the  current  rate  of  wages,  and  the  main- 
tenance of  living  standards  equal  to  those  for  workers  of 
similar  type  including  chance  for  improvement? 

3.  Do  the  resulting  prices  give  the  consuming  public  a  satis- 
factory return  in  use-value,  according  to  the  public's  own 
definitions  of  what  it  considers  satisfactory? 

Much  of  the  economic  theory  of  the  relations  between 
prices  and  demand  was  worked  out  before  overhead  items 
became  so  large  a  factor  in  costs.  This  theory  still  is 
valid  enough  with  proper  allowance  for  the  new  condi- 
tions. 

DEMAND  AND  OVERHEAD  COSTS 

This  point  may  be  made  clear  by  a  concrete  illustra- 
tion. E.  T.  Weir,  Chairman  of  the  National  Steel  Corpo- 
ration, one  of  the  few  steel  concerns  making  a  profit  dur- 
ing the  depression,  in  a  recent  article  in  Forbes  expresses 
quite  graphically  some  of  the  newer  implications  of  price 
lowering  not  usually  allowed  for  in  general  economic  state- 
ments. He  says : 

How  much  would  a  cut  in  the  price  of  copper  decrease  the  price 
of  electric  motors  ?  How  much  would  a  drop  in  the  price  of  steel 
stimulate  the  purchase  of  typewriters?  The  answer  is  obvious: 
the  results  would  be  infinitely  small.  And  that  is  why  price  cuts 
in  basic  commodities  cannot  cause  the  buyers  to  increase  their 
purchases. 
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But  when  it  comes  to  labor  and  capital  in  these  basic 
industries  the  case  is  vastly  different.  Mr.  Weir  continues : 

In  effect,  the  steel  industry  as  a  whole  has  wiped  out  its  profits, 
impaired  its  capital,  brought  distress  to  thousands  of  its  workers 
and  destroyed  a  market  for  millions  of  dollars  worth  of  its  own 
product  in  order  to  offer  a  price  reduction  which  seldom  amounts 
to  as  much  as  five  percent  on  the  finished  merchandise. 

In  conclusion,  here  are  a  few  thoughts  for  the  man 
who  in  these  unsettled  months  is  faced  by  the  question — 
Why  do  business  at  a  loss? 

1.  Profits  are  not  a  thing  to  be  apologized  for — they 
are  to  be  fought  for  as  a  matter  of  economic  life  or  death. 

2.  Below  a  point,  easy  to  recognize,  lowering  of  prices 
will  not  attract  any  new  business. 

3.  Below  a  point,  also  easy  to  recognize,  lowering  of 
prices  will  result  in  decreased  purchasing  power  through 
lowered  wages. 

4.  Any  concern  whose  prices  result  unsatisfactorily  for 
investors,  labor  or  customers  needs  a  broader  basis  for 
its  pricing  operations,  and  such  a  basis  can  be  had.  This 
is  true  for  distributors  as  well  as  for  producers. 

PRICING  AND  THE  CURVE  OF  GROWTH 

This  digression  into  the  theory  and  practice  of  pricing 
will  serve  to  make  clearer  than  any  amount  of  dogmatiz- 
ing that  the  controlling  or  dominant  influence  in  our  eco- 
nomic system  may  shift  from  time  to  time  as  the  business 
in  question  moves  through  its  Curve  of  Growth.  In  a 
sellers'  market  in  its  early  stages  the  risks  are  high  and 
prices  are  in  a  large  measure  under  the  producers'  control 
with  a  liberal  allowance  for  pioneering  costs.  Later  in  the 
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life  history  of  the  sellers'  market,  labor  is  able  to  get  an 
increasing  share  of  the  final  price.  But  as  the  market 
approaches  saturation,  the  buyer  gains  control.  The  con- 
sumer has  the  dominating  position  and  gets  so  large  a 
share  of  the  difference  between  cost  and  price  that  capital 
and  labor  may  not  be  adequately  compensated. 

One  other  point  needs  touching  upon  in  connection 
with  the  relations  between  production  and  consumption, 
and  that  is  the  matter  of  the  response  of  consumption 
to  stimulation  by  those  to  whose  interest  it  is  to  increase 
the  sale  of  their  products.  This  raises  certain  problems  in 
psychology  and  business  practice  too  complex  for  treat- 
ment here.  Demand  has  undergone  changes  of  a  mo- 
mentous nature  which  have  paralleled  the  better-known 
changes  in  supply  growing  out  of  the  development  of  the 
factory  system.  Neither  consumption  nor  consumers  can 
be  regarded  safely  as  of  a  static  nature.  Production  is 
changing,  and  so  also  is  consumption.  But  quite  as  im- 
portant as  either  of  these  changes  is  the  series  of  new 
relations  becoming  apparent  in  the  responses  of  consump- 
tion to  the  stimuli  applied  by  producers  and  distributors. 
Strong-arm  selling  of  all  kinds  loses  its  effect  in  direct 
ratio  to  the  intelligence  of  buyers.  And  there  is  evidence 
that  many  consumers  have  become  inured  to  sales  devices 
which  even  a  short  time  ago  worked  on  them  well  enough 
to  justify  continued  use.  There  is  a  cool  look  of  incredulity 
in  the  corner  of  many  a  consumer's  eye  which  was  not 
there  in  the  days  of  his  less  discriminating  prosperity. 

There  has  been  much  effective  writing  in  recent  years 
about  the  deception  of  consumers  by  producers  and  dis- 
tributors of  consumer  goods.  Much  of  the  criticism  is 
justified.  Consumers  have  been  deceived  in  many  cases  and 
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been  led  into  foolish  extravagance  in  others.  But  if  the 
citation  of  cases  in  which  the  consumer  has  been  misled 
by  claims  is  meant  to  convey  the  idea  that  all  claims  are 
under  suspicion  regardless  of  their  merit,  then  the  agita- 
tion overshoots  its  mark. 

It  is  extremely  important  in  considering  quality  stand- 
ards for  consumers  to  make  sure  that  the  standards 
advanced  comprehend  the  element  of  use-value  wherever 
that  is  important.  For  example,  while  it  is  desirable  to 
have  loaves  of  bread  conform  to  a  reasonable  range  of 
quantity  standards,  two  10-ounce  loaves  of  bread  made 
respectively  by  two  different  formulas  may  have  wide 
divergence  in  nutritional  value.  A  weight  standard  which 
does  not  consider  ingredients  is  misleading.  Or  again,  a 
petticoat  (or  its  modern  descendant,  a  slip)  may  be  made 
of  fine  material  and  beautifully  constructed,  but  if  it  is 
not  fashionable  in  material  or  design  it  is  as  nothing. 

The  point  is  that  there  are  abuses  and  defects  in  the 
present  system  of  competition  for  public  favor,  but  that 
these  arise  from  attempts  to  outwit,  or  steer,  public 
favor,  and  not  from  attempts  to  anticipate  its  trends. 
There  will  be  public  favor  or  disfavor  under  any  system. 
No  committee  or  board  can  satisfy  people  as  uniformly 
or  as  completely  as  people  will  satisfy  themselves  if  given 
a  fair  chance. 

Any  social  system  based  on  standardized  specifications 
covering  only  the  intrinsic  properties  of  consumer  goods 
regardless  of  their  subjective  value  would  be  in  danger  of 
becoming  a  system  of  mechanical  specifications,  accurate 
enough,  but  hopelessly  incomplete  and  inadequate.  Food 
specifications  with  no  definition  of  flavor,  or  specific  re- 
quirements for  clothing  without  chic,  furniture  without 
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taste  or  tools  without  "balance"  or  "feel"  would  be  of 
little  use  in  the  consumer's  buying. 

Consumers  are  careless,  ignorant,  suggestible,  hasty  and 
indifferent  in  much  of  their  purchasing;  and  this  would 
be  true  under  any  committee  or  dictatorial  control.  They 
also  have  many  preferences,  and  these,  too,  would  persist 
under  any  system  of  standard  specifications.  The  system 
will  not  be  improved  by  legislating  either  honesty  or  uni- 
formity. Progress  lies  along  the  line  of  keeping  free  con- 
sumer choice  uncramped  as  a  source  of  human  happiness, 
and  devising  ways  of  fulfilling  these  yearnings  of  man- 
kind less  wastefully. 


Chapter  XII 
INDIVIDUAL  ATTAINMENT 

Changed  Ideas  About  Capital 

There  is  one  sort  of  labour  which  adds  to  the  value  of  the 
subject  upon  which  it  is  bestowed;  there  is  another  which  has 
no  such  effect.  The  former,  as  it  produces  a  value,  may  be  called 
productive;  the  latter,  unproductive  labour.  Thus  the  labour 
of  a  manufacturer  adds,  generally,  to  the  value  of  the  materials 
which  he  works  upon,  that  of  his  own  maintenance,  and  of  his 
master's  profit.  The  labour  of  a  menial  servant,  on  the  contrary, 
adds  to  the  value  of  nothing.  Though  the  manufacturer  has  his 
wages  advanced  to  him  by  his  master,  he,  in  reality,  costs  him 
no  expense,  the  value  of  those  wages  being  generally  restored, 
together  with  a  profit,  in  the  improved  value  of  the  subject  upon 
which  his  labour  is  bestowed.  But  the  maintenance  of  a  menial 
servant  never  is  restored.  A  man  grows  rich  by  employing  a 
multitude  of  manufacturers :  he  grows  poor  by  employing  a  mul- 
titude of  menial  servants. 

—Adam  Smith,  "Wealth  of  Nations,"  Vol.  I,  Book  II, 

Chapter  III,  page  355 

Plato,  in  his  Laws,  modifies  his  earlier  concept  of  a  state 
governed  by  philosophers  by  attempting  to  adapt  his 
ideal  system  more  nearly  to  the  actual  conditions  of  his 
time.  Not  only  does  he  define  as  "rich"  those  who  possess 
more  than  others,  but  he  goes  on  to  distinguish  between 
human  goods  (including  health,  strength,  beauty,  riches) 
and  divine  goods  (such  as  wisdom,  virtue,  temperance). 
Moreover,  he  draws  a  distinction  between  those  goods 
which  serve  for  luxury  or  enjoyment  and  those  which 
serve  for  gain.  His  ideas  about  wealth  were  constantly 
shifting. 

116 
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Throughout  the  development  of  the  social  sciences,  and 
particularly  economics,  there  has  been  a  continuing 
change  of  attitude  toward  possessions.  Theories  of  wealth, 
religious  attitudes  toward  worldly  goods,  social  attitudes 
toward  capital,  all  are  attempts  to  deal  with  this  same 
group  of  problems  which  apparently  so  puzzled  Plato. 

It  was  perhaps  the  powerful  bankers  of  Venice, 
Florence  and  Genoa  who  first  firmly  established  the  insti- 
tution of  credit  (on  which  our  present  capital  structure  is 
based)  for  facilitating  the  profitable  employment  of 
money;  and  by  the  early  seventeenth  century  there  was 
an  apparent  persuasion  of  many  church  dignitaries  to 
abandon  their  former  hostility  to  moneylending  as  in- 
herently immoral.  The  rise  and  spread  of  institutions 
founded  on  capital  are  two  major  features  of  the  develop- 
ment of  the  modern  era.  They  ought  to  be  classed  with 
the  better  known  factors  like  the  discoveries,  the  printing 
press  and  the  Reformation,  more  commonly  cited  as  causes 
of  the  modernizing  of  the  world.  There  could  have  been 
no  such  development  as  there  was  in  the  economic,  social 
and  governmental  systems  had  it  not  been  for  this  facility 
for  translating  visions  into  productive  enterprises. 

CAPITAL  AND  THE  MASSES 

And  yet  capital  has  had  its  sinister  side,  too.  This 
was  compactly  summarized  by  Karl  Marx  in  Chapter 
XXXII  of  Book  I  of  Das  Kapital  where  he  discusses 
the  historical  tendency  of  capitalistic  accumulation.  He 
set  forth  his  ideas  in  this  paragraph : 

The  transformation  of  scattered  private  property,  arising  from 
individual  labour,  into  capitalist  private  property  is,  naturally, 
a  process,  incomparably  more  protracted,  violent,  and  difficult, 


118    PEOPLE'S  WANTS  AND  HOW  TO  SATISFY  THEM 

than  the  transformation  of  capitalistic  private  property,  already 
practically  resting  on  socialized  production,  into  socialized  prop- 
erty. In  the  former  case,  we  had  the  expropriation  of  the  mass  of 
the  people  by  a  few  usurpers ;  in  the  latter,  we  have  the  expropria- 
tion of  a  few  usurpers  by  the  mass  of  the  people. 

It  was  the  physiocrats  who  first  drew  clearly  the  dis- 
tinction between  capital  and  money,  but  one  of  their 
most  serious  errors  in  the  formulations  of  economic  prin- 
ciples was  their  identification  of  the  commonweal  with 
the  interests  and  concerns  of  only  limited  special  classes. 
For  them  the  "consumer"  and  his  interests  had  no 
existence. 

Adam  Smith,  drawing  on  the  formulations  of  the 
physiocrats,  modernized  the  economic  ideas  of  capital. 
Establishing  a  distinction  between  capital  and  the  fund 
required  for  daily  consumption,  he  lists  some  of  the  forms 
of  capital  and  shows  the  necessity  for  saving,  which  cre- 
ates capital  and  supports  productive  labor.  He  discusses 
the  dangers  of  speculative  capital  operations  and  con- 
cludes his  Book  II  with  the  idea  that,  because  of  the 
gratuitous  cooperation  of  the  forces  of  nature,  capital 
investment  in  agriculture  is  always  the  most  productive. 
Some  of  the  modern  ways  of  offsetting  the  liberality  of 
natural  gifts  by  ineffective  distribution  had  not  yet  been 
developed. 


In  the  United  States  in  recent  years  there  has  been  a 
new  turn  to  the  problem  of  capital  as  an  economic  and 
social  factor  arising  from  the  widespread  investment  of 
workers'  funds  in  small  holdings  of  large  capital  enter- 
prises. This  puts  a  new  face  on  the  problem  so  neatly 
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expressed  by  Marx  in  the  paragraph  quoted.  The  holders 
of  these  securities  feel  that  the  transfer  of  ownership  back 
from  them  as  shareholders  to  themselves  as  the  state  is 
not  altogether  without  drawbacks.  This  spreading  of 
ownership  in  corporate  enterprises  is  one  of  the  better 
features  of  our  recent  industrial  and  financial  history, 
even  if  it  has  been  accompanied  by  abuses. 

The  small-scale  sharing  in  ownership  of  corporations 
has  raised  also  the  arresting  question  whether  if  a  small 
holding  is  good,  a  larger  holding  must  necessarily  be  bad. 
This  has  not  yet  been  answered,  nor  have  the  limits  be- 
tween a  good  scale  of  holdings  and  a  bad  one  been  set. 
In  clumsy  practice,  the  temporary  solution  is  to  preserve 
initiative  by  letting  anyone  accumulate  all  the  capital  he 
can,  on  the  theory  that  otherwise  incentive  would  be  lack- 
ing; and  then  (when  his  accumulations  become  too  large 
to  be  well  regarded  by  lawmakers)  to  take  away  all  income 
above  a  liberal  top  level  by  means  of  confiscatory  tax- 
ation. This  scheme  (however  lacking  it  may  be  in  sym- 
metry or  consistency)  has  the  virtue  that  it  works.  It 
encourages  energy  and  thrift  until  the  capital  is  acquired, 
and  makes  it  pleasanter  to  give  away  the  accumulation 
than  to  hold  it  and  have  its  earnings  confiscated. 

Perhaps  the  Marx  plan  as  above  quoted  would  be  sim- 
pler than  the  prevailing  method  but  F.  W.  Taussig1  in 
discussing  capital  accumulations  under  socialism  sums  up 
the  main  objection  to  this  method  in  the  following  words: 

Nor  would  "the  accumulation  of  capital"  be  a  matter  of  serious 
difficulty.  It  would  simply  proceed  by  a  different  process  from 
that  of  present  society  not  by  savings  and  investments  of  indi- 
viduals, but  by  the  deliberate  setting  aside  of  part  of  the  com- 

1  Principles  of  Economics,  Vol.  II,  page  457. 
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munity's  resources  for  new  construction.  As  at  present  it  would 
depend  on  the  existence  of  a  surplus,  an  excess  over  what  may  be 
used  for  satisfying  current  wants.  In  this  sense,  there  would  be 
"abstinence"  not  by  a  comparatively  few,  but  by  all.  Each  and 
every  individual  would  have  his  present  income  curtailed  some- 
what, in  order  that  provision  might  be  made  for  adding  to  the 
outfit  of  the  community.  Success  in  making  such  a  provision  would 
depend  of  course  on  the  possession  of  a  fairly  high  level  of  income ; 
that  is,  on  an  existing  high  productivity  of  labor.  Given  a  sufficient 
present  income,  there  would  be  no  difficulty  in  setting  aside  some- 
thing for  addition  to  the  community's  capital.  The  serious  problem 
would  be  whether  there  would  be  continued  progress  and  inven- 
tion, not  whether  there  would  be  the  means  for  carrying  out  in- 
ventor's projects. 

As  an  element  in  the  problem  of  living,  this  question  of 
the  proper  relation  of,  and  attitude  toward,  capital  must 
take  its  place.  The  physical  frontiers  in  this  country  are 
gone;  the  chances  for  invention  and  discovery  which  re- 
main are  concerned  mainly  with  this  realm  of  people  and 
their  wants.  Here  is  a  field  for  the  use  of  capital  which 
still  holds  out  promise  of  those  natural  gains  formerly 
attributed  by  Adam  Smith  to  agricultural  enterprise,  and 
conceived  of  by  Karl  Marx  as  the  power  giving  value  to 
goods. 

LIVING  UNDER  THE  CAPITALISTIC  SYSTEM 

The  acquisition  of  capital  as  an  end  in  itself  is  one  of 
the  most  vulnerable  features  of  the  capitalistic  system. 
When  this  appears  to  any  appreciable  degree  in  the  plans 
of  enterprise  it  is  likely  to  distort  the  structure  of  the 
undertaking.  As  a  basis  for  satisfactory  living  the  capi- 
talistic system  has  had  some  noteworthy  achievements  to 
its  credit;  but  it  must  be  recognized  that  the  record  has 
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not  been  a  wholly  creditable  one.  The  real  question  is  to 
what  extent  the  system  can  be  utilized  in  making  the  life 
of  "the  people"  more  satisfactory.  To  this  extent  it  justi- 
fies preservation. 

Agricultural  enterprise,  once  regarded  as  the  most 
secure  field  for  capital  accretion,  we  have  seen  shift  to  a 
low  place.  In  this  country,  all  forms  of  extractive  enter- 
prise— farm,  mine,  forest,  sea — apparently  have  passed 
their  peak  on  the  Curve  of  Growth.  New  sources  of 
wealth  must  be  opened  up,  or  new  ideas  must  be  injected 
into  these  activities,  if  the  basis  of  society  is  not  to  require 
a  large  degree  of  reconstruction. 

One  of  the  main  problems  of  this  country  for  the  next 
fifty  years  now  appears  to  be  the  invention  or  discovery 
of  the  significance  and  nature  of  human  wants,  and  the 
devising  of  less  wasteful  ways  of  satisfying  them. 

Certain  popular  writers  recently  have  been  spreading 
the  idea  that  there  is  a  large  measure  of  eliminable  waste 
in  our  present  methods  of  supplying  human  wants,  but 
the  remedies  they  propose  often  are  not  as  facile  as  their 
statement  of  the  problem.  Others  who  write  less  enter- 
tainingly had  made  this  discovery  long  before.  The  real 
difficulty  is  not  that  we  are  stupid,  but  that  new  areas  of 
wisdom  have  not  yet  been  explored.  The  real  remedies 
will  not  grow  out  of  facile  scolding  about  waste,  but  out 
of  more  serious  work  such  as  the  analyses  of  the  problems 
of  high  level  consumption  by  William  H.  Lough,1  and  the 
studies  of  replacement  by  T.  M.  McNiece,  little  known  as 
yet  outside  of  marketing  circles. 

In  the  "New  Deal"  this  matter  of  the  position  of 
capital  appears  in  various  places.  In  the  Recovery  Act 

1  High  Level  Consumption. 
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the  program  of  partnership  between  Industry  and  Gov- 
ernment was  a  recognition  of  the  obstacles  in  the  way  of 
the  simple  plan  of  Marx.  If  any  code  system  works  it  may 
put  the  discussion  of  capital  and  its  relations  to  human 
wants  on  an  entirely  new  footing ;  but  it  will  have  to  work 
out  a  better  form  than  a  partnership  in  which  the  govern- 
ment proposes  all  the  experiments  and  capital  pays  all 
the  bills.  Another  point  at  which  the  New  Deal  touches 
the  capital  question  is  in  monetary  and  financial  legisla- 
tion. Here  the  task  is  much  more  difficult  and  the 
solution  much  less  clearly  indicated.  Farm  and  home 
mortgages,  securities  and  the  monetary  system  are  all 
expressions  of  this  ancient  capital  question.  A  still  more 
complex  capital  problem  is  tied  up  in  the  measures  for 
agricultural  recovery,  and  here  also  the  central  task  is 
obscured  by  bad  habits  and  costly  traditions. 

The  people  and  their  wants  underlie  the  whole  eco- 
nomic structure.  But  perhaps  capital,  as  a  phase  of 
human  action,  may  have  to  be  granted  a  similar  chance 
to  do  its  work  for  mankind  if  not  to  pile  itself  up  at 
the  former  rate. 


Chapter  XIII 
INDIVIDUAL  ATTAINMENT 

Changed  Ideas  About  Labor  and  Wages 

Great  nations  are  never  impoverished  by  private,  though  they 
sometimes  are  by  public  prodigality  and  misconduct.  The  whole, 
or  almost  the  whole  public  revenue,  is  in  most  countries  em- 
ployed in  maintaining  unproductive  hands.  Such  are  the  people 
who  compose  a  numerous  and  splendid  court,  a  great  ecclesiastical 
establishment,  great  fleets  and  armies,  who  in  time  of  peace  pro- 
duce nothing,  and  in  time  of  war  acquire  nothing  which  can 
compensate  the  expense  of  maintaining  them,  even  while  the 
war  lasts.  Such  people,  as  they  themselves  produce  nothing,  are 
all  maintained  by  the  produce  of  other  men's  labour. 

—Adam  Smith,  "Wealth  of  Nations,"  Book  II,  Chapter  III, 

page  348 

Parallel  with  these  changes  in  the  ideas  of  the  consum- 
ing and  paying  public  about  capital  there  have  gone 
some  marked  changes  in  the  public  attitude  toward  labor. 
Throughout  the  early  history  of  the  Industrial  Revo- 
lution that  part  of  the  consuming  public  which  was  vocal 
at  all  was  neutral  in  its  attitude  toward  both  sides  of  the 
employer-employee  controversy.  In  so  far  as  there  were 
any  generally  expressed  sympathies  they  were  mainly 
with  the  employer.  He  put  up  the  factory,  risked  his 
holdings,  provided  the  opportunity  for  work  and  if  any- 
body chose  to  work  for  him  he  was  supposed  to  give  his 
life  for  his  living.  Demands  for  more  wages,  for  improved 
working  conditions,  for  shorter  hours,  for  more  decent 
treatment  of  women  or  children,  for  better  facilities  for 
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education  or  recreation,  better  living,  or  recognition  of 
collective  bargaining  were  poured  into  the  ears  of  a  public 
which  found  these  desires  for  more  satisfactory  living 
neither  interesting  nor  important.  Wage-earning  labor 
was  a  negligible  minor  fraction  of  the  consuming  market, 
and  what  it  wanted  did  not  matter  very  much.  Even  as 
the  objectives  of  labor  began  to  be  achieved  there  was 
little  rejoicing  on  the  part  of  the  public.  Child  labor 
laws,  shorter  hours  for  women,  a  wider  extension  of  the 
franchise,  better  education,  one  after  another  of  the  labor 
reforms  have  been  effected  in  this  country,  and  in  others, 
without  the  consuming  public  showing  more  than  a  mild 
concern  one  way  or  another.  They  were  not  either  pleased 
or  worried ;  they  did  not  see  any  connection  between  that 
and  their  own  Chance  to  Live.  The  common  attitude  out- 
side of  either  employers  or  employees  themselves  was 
mainly  a  calm  indifference. 

But  during  the  past  twenty  years  in  this  country,  and 
for  about  the  same  length  of  time  in  Europe,  there  has 
been  a  marked  change  in  the  attitude  of  the  general  public 
toward  labor  problems.  In  this  country  this  is  partly  due 
to  a  wider  interest  in  social  affairs;  but  it  is  even  more 
directly  due  to  the  great  increase  in  the  wage-earning 
group.  There  are  over  14  million  wage  earners  in  the 
manufacturing  industries,  1  million  in  mining,  260,000 
in  forestry  and  fishing  and  over  4  million  hired  hands  on 
farms.  This  makes  nearly  20  million  in  the  production 
industries.  In  trade  there  are  7.5  million  more,  in  domestic 
and  personal  service  4.8  million,  or  33  million  strictly 
classifiable  as  wage  earners.  The  3.4  million  in  profes- 
sional service  and  the  1  million  in  various  public  services 
not  elsewhere  included  bring  the  total  up  to  37  million 
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out  of  our  total  of  48.8  million  gainfully  employed  in 
1930.  When  we  add  the  direct  dependents  of  these  people 
they  represent  a  large  share  of  the  total  population. 

THE  ATTITUDE  OF  EMPLOYERS 

Moreover,  there  has  come  about  in  recent  years  a  de- 
cided change  in  the  attitude  of  many  employers  toward 
the  idea  of  their  public  responsibility  in  the  matter  of 
wage  payments. 

If  the  public  will  pay  the  wage  bill,  many  employers 
feel  no  class  prejudice  in  favor  of  low  wages.  When  the 
building  trades,  the  engravers  and  certain  garment  manu- 
facturers awoke  to  the  real  situation  they  set  in  motion 
a  series  of  events  leading  to  complete  change  in  the 
public's  position.  In  effect,  the  new  reasoning  of  these 
employers  was  about  like  this :  "There  is  no  real  conflict 
between  capital  and  labor,  we  are  all  capitalists  and  all 
workers,  the  real  opposition  in  interest,  if  there  is  any, 
is  between  producers  and  consumers.  If  you,  as  labor,  will 
say  what  you  want,  we,  as  capital,  will  pay  it,  and  put 
the  cost  into  the  prices  we  charge.  We  are  willing  to  pay 
you  any  wages  the  public  will  pay  back  to  us  in  the  form 
of  prices.  The  only  stipulation  we  make  as  fundamental 
for  this  arrangement  is  that  if  we  deal  with  you  as  a 
body,  you  must  also  deal  with  us  as  a  body.  There  must 
be  no  chiseling  on  either  side." 

This  was  the  substance  of  labor  agreements  of  the 
newer  sort  entered  into  in  various  instances  just  before, 
and  then  again  after,  the  World  War. 

This  worked  well  enough  until  the  upward  course  of 
the  business  curve  changed,  and  prices,  volume,  activity 
and  trade  began  to  sag.  Then  it  became  evident  that  some 
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change  in  the  arrangement  would  be  necessary;  and  as 
the  depression  progressed  it  became  clear  that,  in  the 
maneuvering  for  public  favor  and  governmental  control, 
labor  had  won. 

LABOR  IN  THE  NRA 

There  is  no  more  concrete  evidence  of  the  prevalence  of 
a  new  attitude  of  the  public  toward  labor  than  is  to  be 
found  in  these  paragraphs  from  the  National  Industrial 
Recovery  Act: 

Section  1.  It  is  hereby  declared  to  be  the  policy  of  Congress  to 
remove  obstructions  to  the  free  flow  of  interstate  and  foreign 
commerce  which  tend  to  diminish  the  amount  thereof;  and  to 
provide  for  the  general  welfare  by  promoting  the  organization 
of  industry  for  the  purpose  of  cooperative  action  among  trade 
groups,  to  induce  and  maintain  united  action  of  labor  and  man- 
agement under  adequate  governmental  sanctions  and  super- 
vision, to  eliminate  unfair  competitive  practices,  to  promote  the 
fullest  possible  utilization  of  the  present  productive  capacity 
of  industries,  to  avoid  undue  restriction  of  production  (except 
as  may  be  temporarily  required),  to  increase  the  consumption 
of  the  industrial  and  agricultural  products  by  increasing  pur- 
chasing power,  to  reduce  and  relieve  unemployment,  to  im- 
prove standards  of  labor  and  otherwise  to  rehabilitate  industry 
and  to  conserve  natural  resources. 

Section  2  (a).  Every  code  of  fair  competition,  agreement,  and 
license  approved,  prescribed,  or  issued  under  this  title  shall 
contain  the  following  conditions:  (1)  That  employees  shall 
have  the  right  to  organize  and  bargain  collectively  through 
representatives  of  their  own  choosing  and  shall  be  free  from 
the  interference,  restraint,  or  coercion  of  employers  of  labor, 
or  their  agents,  in  the  designation  of  such  representatives  or  in 
self-organization  or  in  other  concerted  activities  for  the  pur- 
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pose  of  collective  bargaining  or  other  mutual  aid  or  protection; 
(2)  that  no  employee  and  no  one  seeking  employment  shall  be 
required  as  a  condition  of  employment  to  join  any  company 
union  or  to  refrain  from  joining,  organizing,  or  assisting  a 
labor  organization  of  his  own  choosing;  and  (3)  that  employers 
shall  comply  with  the  maximum  hours  of  labor,  minimum  rates 
of  pay,  and  other  conditions  of  employment,  approved  or  pre- 
scribed by  the  President. 

These  sections  are  intrinsically  quite  as  important  as 
the  vague  and  much  debated  section  7a,  which  defines  the 
nature  of  collective  bargaining. 

It  is  significant  of  the  change  in  government  attitude, 
as  presumably  reflecting  the  attitude  of  the  consuming 
public,  that  in  this  legislation,  designed  to  bring  about 
recovery,  the  only  items  that  are  made  absolutely  certain 
are  increased  wages,  shorter  hours,  and  (when  all  the 
posturing  is  over)  probably  the  "closed  shop."  Whether 
the  public  as  consumers  have  caught  up  with  this  idea,  in 
the  sense  of  being  willing  to  pay  for  it,  will  be  determined 
later ;  and  in  a  large  measure  this  will  be  expressed  by  the 
extent  of  their  willingness  to  buy  at  the  necessarily  in- 
creased prices.  Ability  to  buy  also  will  be  a  factor,  but 
this  will  take  the  form  of  greater  or  smaller  aggregate 
purchases ;  except  for  a  few  extreme  necessities,  the  buy- 
ing of  specific  articles  at  the  new  prices  will  depend 
largely  on  willingness  to  buy  this  or  that  at  the  prices 
quoted. 

One  other  important  change  in  the  attitude  of  the  public 
toward  labor  under  the  new  dispensation  is  the  realiza- 
tion of  the  fact  that  since  the  range  of  individual  con- 
sumption has  been  widened,  labor  to  a  large  extent  is  the 
buying  public,  and  the  buying  public  is  labor.  In  many 
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of  the  chief  cities  there  is  no  other  mass  market.  And  this 
is  true,  quite  generally,  except  in  rural  areas  where  small- 
scale  farming  still  dominates,  and  in  the  case  of  a  limited 
range  of  items.  This  makes  it  quite  evident  that  if  a  raising 
of  wages  causes  (or  results  in)  a  more  than  proportionate 
rise  in  consumer-goods  prices,  there  has  been  by  that 
much  a  lowering  of  the  net  wage.  And  this  is  the  sort  of 
maladjustment  for  which  no  kind  of  money  inflation  offers 
any  remedy. 

The  "classic"  economists  based  much  of  their  reason- 
ing on  the  idea  that  labor  gets  its  rewards  from  a  product 
made  chiefly  by  past  labor — which  was  designated  as 
capital;  and  hence  that  wages  were  paid  from  capital. 
Later  the  definition  of  capital  was  changed  to  signify 
"wealth  used  for  the  production  of  further  wealth."  This 
changed  the  conception  of  its  essential  equivalence  to  labor 
except  in  point  of  time. 

ALL  CONSUMPTION  IS  INCOME 

If  we  accept  the  more  recent  idea  that  consumption 
(which  is  the  object  of  all  production)  is  income — "single 
and  indivisible  income,"  then  we  realize  that  what  really 
is  important  is  not  the  amount  of  money  wage  paid  nor 
the  length  of  hours  worked,  but  the  amount  of  consuming 
made  possible.  This  thought,  with  all  its  implications,  is 
still  outside  of  common  political  or  social  acceptance.  But 
it  seems  so  clear  when  it  is  once  stated  simply,  that  demon- 
stration would  seem  to  be  unnecessary.  The  chief  end  of 
all  government,  and  of  the  social  order,  if  this  conception 
is  correct,  would  clearly  be  not  to  make  work,  but  to 
increase  consumption;  not  to  make  capital,  but  to  facili- 
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tate  consumption ;  not  to  produce  goods,  but  to  consume 
them. 

This  emphasizes  the  real  importance  of  the  shorter 
hours  feature  of  the  recovery  program.  Aside  from  cases 
of  growing  children,  or  of  men  or  women  who  are  physi- 
cally below  par,  there  probably  is  little  physical  damage 
likely  to  be  suffered  from  eight  hours  of  reasonable  and 
unharassed  work  in  a  day.  Certainly  the  old  rule  of  thumb 
of  eight  hours'  work,  eight  of  "leisure"  and  eight  of  sleep 
did  not  prematurely  wear  out  many  of  those  who  behaved 
properly  in  all  three  of  these  sections  of  the  day.  Now 
we  have  the  clamor  for  the  30-hour  week  and  it  only  takes 
a  little  figuring  to  show  what  this  means.  Here  is  a  tabular 
contrast  of  the  orthodox  mid-Victorian  three-part  day 
and  a  New  Deal  day  reduced  to  hours  per  week : 

Hours  per  Week 

8-8-8  day  New  Deal  day 

Total  number  of  hours 168  168 

Sleeping   hours — 8   hours   day 56  56 

Waking  hours — 16  hours   day 112  112 

Working  hours    48  30 

Nonworking  daytime  hours  64  82 

This  means  a  net  increase  of  18  nonworking  daytime 
hours  in  each  worker's  week  compared  with  the  time  of 
this  sort  he  had  on  an  8-hour  day  basis.  Compared  with 
a  10-hour  working  day,  the  increase  would  be  50  hours 
and  compared  with  a  12-hour  working  day,  42  hours. 

The  development  of  wants  as  a  result  of  this  added 
free  time  will  be  the  real  test  of  this  social  change.  If 
effective  wants  do  develop  as  a  result  of  this  freer  use  of 
18  hours  a  week  or  936  hours  a  year,  then  the  shorter 
week  will  be  justified.  But  this  justification  will  come 
from  increased  consumption  and  not  from  any  luxurious 
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yawning,  or  stretching,  or  more  leisurely  motions  on  the 
part  of  the  worker.  In  other  words,  if  labor  does  not  use 
this  larger  leisure  in  some  form  of  consuming,  the  neces- 
sities of  the  case  will  drive  the  worker  back  to  at  least  an 
8-hour  day,  the  successive  stages  being  underconsumption, 
stagnation  of  markets,  suspended  production,  unemploy- 
ment, sagging  prices,  increased  human  misery,  lowered 
standards  of  living,  and  finally  a  desperate  willingness  to 
work  on  any  practicable  terms.  Excessive  leisure,  with 
retarded  production  and  without  increased  consumption, 
is  an  even  more  deadly  social  menace  than  are  the  abuses 
of  capitalism. 

A  leisure-week  of  64  daytime  hours  has  not  proved  to 
be  too  long  for  satisfactory  use.  It  will  take  some  skill 
to  make  as  good  use  of  82  hours'  leisure  each  week  or 
4,264  hours  a  year.  Whether  this  larger  leisure  is  good 
or  bad,  let  us  repeat,  will  depend  on  what  form  of  "pleas- 
ure exertions"  it  makes  possible,  and  what  kinds  of  con- 
sumption grow  out  of  them.  Few  able-bodied  people  can 
sit  and  invite  their  souls  profitably  for  anything  like 
82  hours  a  week.  When  we  were  children  in  school  our 
leisure  (which  seldom  amounted  to  82  hours  a  week)  fre- 
quently was  busier  than  our  school  hours.  The  main  dif- 
ference was  in  the  kinds  of  work  done.  Work  is  not  a 
curse  to  be  fled  from;  on  the  contrary,  any  right-minded 
person  will  spend  much  of  his  leisure  in  pursuit  of  agree- 
able work.  It  is  regimented  work  that  is  irksome,  as  is 
any  other  form  of  regimented  human  living.  What  people 
really  want  is  not  more  leisure,  but  "A  Chance  to  Live" 
...  to  get  from  their  environment  that  which  they  hope 
will  make  their  existence  better  worth  while. 


Chapter  XIV 
INDIVIDUAL  ATTAINMENT 

Consumer  Demand 

The  value  of  a  thing  consists  solely  in  its  relation  to  our 
wants. 

— Karl  Marx,  "Das  Kapital,"  page  177 

It  is  customary,  in  discussing  economic,  governmental 
and  social  problems,  to  assume  a  frame  of  mind,  or  pose, 
which  obscures  many  matters  of  major  importance.  We 
cast  ourselves  in  some  category — conservative,  radical, 
liberal,  anarchist,  capitalist,  socialist,  communist,  or  some 
such  thing;  we  accept  a  tag  fixed  on  some  school  of 
thought  and  hence  our  approach  to  and  thinking  about 
human  affairs  is  likely  to  be  in  character  with  this  as- 
sumed attitude  and  the  regimented  thinking  for  that 
group.  To  be  sure,  there  are  wide  divergences  of  thought 
between  members  of  these  groups,  but  their  basic  preju- 
dices more  or  less  agree  within  the  catalogued  class.  This 
makes  it  difficult  to  consider  calmly  what  is  perhaps 
the  simplest,  most  important  and  most  obvious  element  in 
the  discussion — our  behavior  as  human  beings  when  we 
go  to  get  what  we  want.  The  term  "consumer  demand" 
calls  up  a  mental  picture  of  a  consumer  pounding  on  a 
counter  and  insisting  on  his  own  peculiar  wishes'  being 
carried  out.  A  more  accurate  picture  is  of  a  mass  of 
calm-eyed  people  moving  quietly  about  and  carrying  out 
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their  individual  ideas  of  what  would  make  life  agreeable 
in  so  far  as  they  are  able  to  achieve  this.  They  are  not 
a  noisy  or  demonstrative  economic  power,  but  in  effect 
they  are  "terrible  as  an  army  with  banners."  They  are 
seeking  a  chance  to  live  a  satisfactory  life. 

Consumer  demand,  moreover,  is  a  complex  grouping  of 
separate  forces.  There  is  in  it  the  force  of  numbers,  the 
force  of  divergent  tastes,  of  variegated  occupations  and 
all  the  many  items  like  age,  sex,  color,  race,  traditions, 
living  habits,  mores  and  unaccountable  caprices  which 
make  people  interesting  as  individuals  and  irresistible  in 
masses.  Standards  of  living,  desires,  acquiescence,  unpre- 
dictability and  certainty  to  conform  to  underlying  pat- 
terns, all  are  part  of  this  greatest  of  economic  forces. 
The  "people"  who  make  up  the  governed,  and  form  the 
government,  who  constitute  the  social  order,  are  essen- 
tially individual  human  organisms  contending  for  a  better 
life  in  a  not  too  kindly  environment.  They  are  consumers 
in  the  act  of  demanding;  and  consumers  when  thus  on 
the  wing  as  economic  factors  are  complex,  tangential, 
selfish  and  potent. 

SOME  CHARACTERISTICS  OF  CONSUMER  DEMAND 

One  of  the  most  common  of  fallacies  about  consumer 
demand  is  the  idea  that  the  consumer  responds  simply 
and  directly  to  any  suggestion  applied  to  him.  This  is 
far  from  the  truth,  otherwise  the  liberal  advertisers  would 
have  had  all  the  peoples'  money  long  ago.  There  is  per- 
haps one  central  idea  always  present,  namely,  to  get  a 
"good  trade."  But  on  top  of  this  are  superimposed  nearly 
all  the  psychological  influences,  urges,  complexes,  inhibi- 
tions, habits  and  such,  that  account  for  human  behavior. 
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Consuming  is  a  fundamental  part  of  living  itself  and 
hence  cannot  be  simple. 

Expressed  in  buying  behavior,  this  group  of  stimuli 
takes  strange  forms.  There  is  something  bewilder ingly 
unpredictable  about  any  consumer  response  to  any  single 
stimulus  applied.  The  trouble  is  that  one  stimulus  seldom 
acts  alone,  for  when  we  push  southwest  we  stir  up  such  a 
host  of  the  other  psychological  forces  that  they  together 
may  make  the  resultant  movement  in  some  quite  different 
direction. 

For  example,  a  few  years  ago  a  tooth-paste  manufac- 
turer prepared  an  impressive  window  display  for  drug- 
stores. To  be  scientific  in  testing  its  effects,  he  arranged 
to  keep  a  record  of  sales  of  his  product  in  the  store  in- 
stalling the  display — the  record  to  cover  two  weeks  before 
the  display,  the  two  weeks  of  the  display  and  two  weeks 
after  its  removal.  The  only  visible  result  wherever  the  dis- 
play was  used  was  increase  of  sales  of  the  product  in 
nearby  cut-rate  drugstores.  This  was  a  perfectly  natural 
result  from  the  consumers'  point  of  view,  but  it  was  diffi- 
cult for  the  manufacturer  of  the  tooth  paste  or  the  per- 
sons responsible  for  the  fine  window  display  to  realize 
that  their  appeal  to  the  consumer  was  only  one  element 
in  a  composite  force. 

Another  feature  of  consumer  demand  which  can  always 
be  counted  on  is  its  selfishness.  That  is  not  meant  to  be  a 
slander  on  mankind,  but  merely  recognition  of  a  fact.  As 
has  been  said  elsewhere,  when  one  changes  his  money  for 
goods,  he  is  converting  his  past  life  into  future  living. 
He  is  dealing  with  the  only  real  possession  he  has,  his 
life — and  he  must  be  selfish  or  else  he  is  absurdly  stupid. 
He  must  get  as  good  a  return  as  possible. 
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And  similarly,  this  consumer  demand,  with  all  its  vaga- 
ries, is  potent.  There  is  a  large  amount  of  pure  bun- 
comb  about  the  idea  that  the  consumers'  will  can  be  para- 
lyzed by  advertising.  Untruthful  advertising,  or  that 
which  is  deliberately  misleading,  is  like  any  other  lie  ex- 
cept that  it  is  multiplied  by  the  number  of  its  readers ;  and 
laws  and  codes  penalizing  that  form  of  abuse  of  the  free- 
dom of  the  press  are  both  necessary  and  useful.  But  there 
is  no  adequate  basis  for  the  idea  that  the  consumer  is  an 
idiot  needing  protection  against  unwise  spending.  When 
the  real  potency  of  consumer  demand  is  realized  it  becomes 
a  plain  matter  of  good  sense  not  to  run  counter  to  it. 

Moreover,  this  power  is  not  likely  to  be  successfully 
canalized  by  setting  up  arbitrary  grades  for  consumer 
guidance  unless  they  are  carefully  worked  out.  Consumers' 
requirements  are  not  easily  measured,  and  standards  of 
use-value  are  difficult  to  relate  to  production  specifica- 
tions. Standards  of  value  for  consumer  use  require  much 
more  careful  working  out  than  appears  at  first  glance. 
Specifications  do  serve  a  useful  purpose  where  they  have 
to  do  with  physical  properties  which  can  be  checked.  But 
standards  which  are  excellent  for  industrial  use  may  break 
down  completely  under  the  demands  of  the  variation  of 
consumer  requirements. 

A  few  years  ago  a  woman's  organization  set  to  work 
on  developing  standard  consumer  specifications  for  silk 
petticoats — a  garment  then  much  in  demand.  Fabric 
woven  and  dyed  on  specification  was  made  up  under  care- 
ful supervision  in  shops  eager  to  see  the  experiment  work 
out.  The  first  failure  of  a  garment  came  when  one  split 
under  strain  the  third  day  it  was  worn.  When  the  experi- 
ment was  closed,  one  of  the  garments,  after  nearly  three 
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years  of  wear,  was  still  in  serviceable  condition.  This  illus- 
tration makes  it  clear  that  the  formulation  of  specifica- 
tions which  do  not  make  allowance  for  the  most  important 
element  of  all — the  use  made  of  the  product  by  the  con- 
sumer— are  of  little  value  from  the  viewpoint  of  the 
consumer. 

This,  of  course,  is  an  extreme  case,  but  it  serves  to 
make  it  clear  that  industrial  standards  leave  out  of  ac- 
count certain  elements  of  great  importance  in  measuring 
consumer  ideas  of  value.  The  specifications  for  petticoats 
could  not  provide  for  variations  in  contour,  or  in  ways  of 
sitting  down.  Every  attempt  to  set  up  consumer  standards 
has  presented  this  same  difficulty  of  being  unable  to  allow 
for  variations  in  consumer  requirements.  Production 
standards  and  specifications  based  on  mechanical  tests 
are  necessary,  but  beyond  these  the  consumer  has  other 
requirements.  With  respect  to  these,  there  is  still  room 
for  intelligent  betterment  of  the  means  for  satisfying  the 
requisites  of  consumer  demand.  But  it  is  no  holiday  avo- 
cation. The  consumer  is  the  meeting  point  of  biology, 
psychology,  economics  and  many  other  sciences  and  some 
of  the  arts.  And  he  is  a  composite  of  all  of  them. 

Moreover,  the  happiness  of  the  consumer,  in  getting 
satisfaction  out  of  goods,  does  not  lend  itself  to  regimen- 
tation. And,  as  has  been  pointed  out  elsewhere,  this  is 
the  weak  point  in  any  planned  economy.  If  the  planning 
is  not  kept  sensitive  to  changes  in  demand,  it  impairs 
human  happiness ;  if  it  is  kept  elastic,  it  breaks  down  as 
a  plan. 

One  other  phase  of  consumer  demand  often  overlooked 
is  the  fact  that  every  step  in  the  development  of  the 
industrial  system  has  served  to  insulate  it  from  supply. 
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When  producers  and  final  consumers  come  into  direct 
contact  it  is  fairly  simple  to  keep  supply  reasonably 
well  adjusted  to  demand.  But  these  two  basic  factors  in 
the  economic  system  have  found  it  more  and  more  diffi- 
cult, year  by  year,  to  remain  in  contact  with  each  other. 
Mechanization,  stockholders,  bondholders,  committees, 
dominant  managers,  competitors,  bad  business  habits,  un- 
fortunate trade  practices  and  traditions,  and  intricate 
distributing  mechanisms,  all  have  served  to  make  it 
harder  for  the  consumer  to  get  what  he  wants  if  he  is 
not  satisfied  with  the  producers'  guess  and  for  the  pro- 
ducer to  find  out  what  the  consumer  really  does  want  and 
give  it  to  him.  This  situation  offers  only  two  possible 
solutions :  ( 1 )  a  regimentation  which  would  be  fabulously 
difficult  to  work  out  with  even  reasonable  accuracy;  (2) 
the  development  of  a  better  technique  for  keeping  pro- 
ducers in  touch  with  demand.  This  latter  is  far  less  dra- 
matic and  spectacular  than  depending  on  a  formula.  But 
it  has  the  advantage  that  if  it  could  once  be  built  into  the 
thought  habits  of  American  business,  it  would  preserve 
to  society  its  ability  to  express  itself  in  its  own  way  in 
the  things  for  which  it  chooses  to  spend  its  life. 

\    STATISTICAL  MEASURES  OF  CONSUMER  DEMAND 

There  is  no  really  good  statistical  picture  of  the  people 
of  the  United  States  as  consumers  of  merchandise.  In  eco- 
nomic discussions  generally,  and  notably  in  the  recent 
efforts  to  formulate  a  recovery  program,  the  consumer  is 
most  often  discussed  as  if  he  were  an  important  feature 
of  any  economic  undertaking.  But  it  is  striking  how  often 
this  recognition  of  the  consumers'  importance  takes  the 
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form  of  a  condescending  mention  of  his  importance,  like 
a  perfunctory  bowing  before  a  graven  image. 

For  example,  in  the  hearings  on  the  codes  in  Wash- 
ington during  1933,  the  one  conspicuous  feature  of  the 
economic  system  not  having  any  consistent  voice  was  the 
consumer.  Posing  as  consumers,  there  were  representa- 
tives of  organizations  eager  to  see  that  products  did  not 
come  from  sweatshops,  that  working  conditions  were  right 
and  that  child  labor  was  not  employed,  and  these  fre- 
quently spoke  as  consumer  representatives;  there  were 
also  representatives  for  various  kinds  of  particular  inter- 
ests, there  were  representatives  of  so-called  research  or- 
ganizations and  of  numerous  sorts  of  veiled  propaganda. 
But  the  consumer  did  not  get  his  real  innings  at  the 
hearings,  nor  when  the  Consumers'  Advisory  Board  began 
its  meddling.  His  turn  came  later.  He  was  the  person  who 
later  on  decided  whether  the  wages  agreed  on  and  the 
resulting  prices  were  satisfactory.  And  this  he  did  in  his 
own  way.  What  he  really  wanted  to  know  was  how  these 
changes  affected  his  daily  life.  And  if  he  did  not  like  them 
consumer  demand  crumbled. 

This  is  not  an  uncommon  sort  of  case.  The  consumer 
and  his  demands  often  do  not  figure  in  the  formulation 
of  economic  programs.  But  in  his  own  remorseless  way  l^ 
it  is  he  who  finally  decides  whether  or  not  the  program  is 
of  any  use.  This  decision  he  records  not  in  the  form  of  a 
protest  to  lawmakers,  or  in  appearance  at  hearings,  but 
in  a  decision  to  buy  or  not  to  buy  goods  when  they  are  i*s 
made. 

It  thus  appears  that  the  consumer  always  has  the  last 
word,  and  that  this  word  is  perfectly  dispassionate  and 
without  prejudice.  And  it  is  also  clear  that,  when  spoken, 
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this  consumer's  decision  always  reflects  his  own  idea  of 
his  own  best  interest. 

In  the  case  of  the  NRA  codes  it  is  a  question  whether 
anybody  could  have  represented  the  consumer,  or  whether 
the  consumer  had  sufficiently  definite  or  coherent  ideas  to 
be  represented,  or  whether  it  would  have  done  any  good 
if  he  had  been.  The  fact  is  that  what  the  consumer  is  to 
think  or  believe  about  goods  in  October  is  not  wholly 
clear  to  him  in  June.  If  there  were  to  be  consumer  repre- 
sentatives, they  might  best  have  been  selected  from  those 
able  to  forecast  consumer  reactions  better  than  the  con- 
sumer can  himself.  Whether  he  can  or  will  pay  $20.00 
in  October  for  a  suit  he  has  refused  to  buy  in  July  for 
$17.50  is  not  in  his  own  mind  to  decide  until  the  time 
comes.  Then  he  does,  in  his  own  way. 

And  yet  it  is  this  uncertain  and  indefinite  mass  of 
unformed  opinions  at  which  business  must  aim  its  bids 
for  success. 

This  makes  it  particularly  important  that  our  ideas 
of  the  consumer  as  a  buyer  of  merchandise  be  made  as 
definite  as  possible  and  as  a  means  to  this  end  it  may  be 
desirable  to  bring  together  certain  basic  figures  about 
the  people  of  the  United  States. 

In  the  first  place,  if  we  take  the  population  of  the 
country  and  divide  it  according  to  five-year  age  groups, 
we  find  that  people  under  40  years  of  age  fall  into  eight 
approximately  equal  groups  with  a  little  more  than  ten 
million  people  in  the  first  five  and  a  little  less  than  ten 
million  in  the  second  three.  These  eight  groups  together 
have  about  86  million,  or  over  70  per  cent  of  the  total 
population  of  the  country.  So  that,  when  we  are  consider- 
ing mouths  to  feed,  or  individuals  to  provide  with  sus- 
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tenance,  we 'are  talking  mainly  of  people  under  40  years 
of  age. 

When  it  comes  to  the  various  measures  of  purchasing 
power  and  material  accumulation,  the  probabilities  are 
that  the  next  four  five-year  age  groups,  containing  the 
people  from  40  to  60  years  old,  are  of  a  great  deal  more 
importance;  and  this  little  group  of  21  per  cent  of  the 
population,  while  not  representing  so  large  a  share  of 
subsistence  purchases,  is  really  the  controlling  factor  in 
many  markets  for  consumer  goods. 

Supplementing  these  facts  about  age  groups,  the  con- 
sumer, as  a  composite  picture  of  123  million  people,  needs 
some  division  according  to  his  way  of  living  and  his  means 
of  support.  In  the  1930  census  there  were  reported  to  be 
48.8  million  people  gainfully  occupied  in  the  United 
States,  of  whom  38  million  were  males  and  10.7  million 
females.  This  is  the  largest  group  in  the  entire  popula- 
tion, making  up  as  it  does  approximately  40  per  cent 
of  the  total. 

The  most  elusive  single  classification,  and  in  many 
ways  the  most  important  from  a  commercial  point  of 
view,  is  the  group  commonly  spoken  of  as  housewives. 
Statistically,  there  is  no  such  thing,  but  if  we  subtract 
from  the  total  number  of  females  between  20  and  70 
those  who  are  gainfully  employed,  we  have  a  group  of 
26  million  representing  women  who  are  not  directly  de- 
pendent on  their  own  earnings  for  a  living  but  who  in  the 
main  are  economically  competent.  This  group  adds  an- 
other 21  per  cent  to  our  total  of  those  occupied  even  if 
not  gainfully,  or  61  per  cent  for  the  two.  The  next  largest 
group  is  represented  by  the  24  million  children  of  under 
ten  years.  If  to  these  are  added  the  million  and  a  half 
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minors  between  ten  and  seventeen,  who  are  not  gainfully 
employed,  we  have  a  total  of  approximately  20  per  cent  of 
the  total  population  represented  by  unemployed  minors. 
These  three  groups  together  make  up  81  per  cent  of  the 
entire  population  in  one  of  these  three  classes — those 
gainfully  occupied,  and  females  from  20  to  70  not  gain- 
fully employed,  and  children.  These  are  the  normal  mar- 
ket for  consumer  goods.  Unemployed  males  from  17  years 
up  in  1930  were  3.9  million  and  there  were  3  million  men 
and  women  over  70  years  of  age,  many  of  whom  were  not 
gainfully  employed.  In  other  words  the  number  of  people 
of  working  age  not  employed  in  the  busy  year  of  1929 
was  about  6.9  million. 

The  family  is  the  normal  consuming  unit  and  there  is 
no  really  good  formula  for  translating  these  data  about 
gainfully  employed  people  into  economic  consuming  units. 
The  nearest  approach  to  figures  covering  this  particular 
point  are  those  for  families  grouped  according  to  the 
number  of  gainful  workers.  The  figures  in  millions  of 
families  are  shown  in  the  accompanying  diagram. 

The  figures  do  not,  however,  show  the  aggregate  income 
per  family,  nor  do  they  show  the  family  incomes  avail- 
able either  from  these  occupations  or  from  other  sources. 

In  fact,  no  figures  could  give  an  accurate  picture  of 
the  consumer,  or  of  consumer  demand,  for  industrial  plan- 
ning purposes.  "People  are  people"  only  in  a  limited 
sense.  As  a  consumer,  a  person  is  the  sum  of  his  sub- 
sistence plus  his  effective  desires — which  make  him  a  com- 
plicated and  terrifying  creature. 

CONSUMERS   UNDER  THE   NRA 

One  of  the  most  important  events  in  the  whole  history 
of  the  NRA  was  the  controversy  now  largely  forgotten 
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which  arose  in  the  summer  of  1933  between  Professor 
William  F.  Ogburn  and  some  members  of  the  Consumers' 
Advisory  Board  of  the  National  Recovery  Administra- 
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tion  as  to  what  ought  to  be  the  treatment  of  the  con- 
sumers' interest  under  the  Recovery  Act. 

In  his  memorandum  accompanying  his  resignation, 
Professor  Ogburn  summarized  the  seven  points  which  he 
regarded  as  important  for  the  proper  protection  of  the 
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consumer  under  the  Recovery  Administration  operations. 
These  seven  points  were  as  follows: 

1.  The  consumers'  main  interest  is  in  prices. 

2.  The  consumers  will  lose  unless  indexes  of  prices  and  pur- 
chasing power  are  developed. 

3.  The  consumers  will  not  be  protected  unless  the  adminis- 
trative provisions  of  the  codes  are  carefully  watched. 

4.  The  consumer  analysis  of  codes  and  reports  on  hearing  is 
a  rather  large  task  calling  for  considerable  organization. 
If  the  codes  become  much  more  numerous,  I  would  recom- 
mend a  consideration  of  a  change  in  procedure. 

5.  Standards  as  to  quality,  the  second  great  interest  of  con- 
sumers, should  be  developed. 

6.  The  complaints,  I  recommend,  should  be  handled  by  a 
"line"  organization  and  not  by  any  advisory  board. 

7.  The  consumers'  Board  needs  unusual  support. 

This  summary  of  the  consumers'  relations  to  industrial 
operations  under  the  Recovery  Act  gave  concrete  expres- 
sion to  the  points  we  have  here  been  repeating;  namely, 
that  the  consumer  has  the  final  and  deciding  voice,  but 
that  he  is  without  facilities  for  expressing  his  views  in 
advance  of  his  final  judgment. 

The  New  York  Herald  Tribune,  in  commenting  on 
Professor  Ogburn's  memorandum,  approved  of  his  posi- 
tion that  the  Consumers'  Board  lacks,  and  ought  to  have 
support  if  any  program  is  to  succeed  which  aims  to  help 
one  class  of  people  at  the  consumers'  expense,  and  then 
cited  the  case  of  cotton  under  the  Agricultural  Adjust- 
ment Act. 

Even  if  the  desirability  of  helping  the  cotton  producer  get 
rid  of  his  surplus  is  granted,  the  cost  of  the  crop  curtailment 
experiment  this  year,  as  was  pointed  out  here  last  week,  will  be 
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needlessly  and  fantastically  high,  from  the  standpoint  of  the 
consumer.  The  latter  is  to  be  asked  to  pay  a  processing  tax  and 
a  "floor  tax"  of  4.2  cents  a  pound  on  cotton  consumed  domesti- 
cally, or  about  $126,000,000.  Yet  the  latest  crop  report  shows 
that  he  will  have  nothing  more  to  show  for  his  staggering  ex- 
penditure than  a  reduction  of  700,000  bales,  or  between  5  and 
10  per  cent  of  last  years'  carry-over. 

This  comment  has  almost  the  quality  of  a  prophecy  in 
the  light  of  two  years'  experience. 

In  a  similar  spirit  the  New  York  Times  commented 
on  the  same  document  by  discussing  the  lack  of  organiza- 
tion among  consumers. 

They  are  the  real  forgotten  men.  They  are  remembered  only 
when  it  comes  time  to  settle  accounts.  There  is  no  use  of  lament- 
ing this.  It  is  simply  a  necessary  result  of  the  emotional  cam- 
paign for  more  work  and  higher  wages  now  going  on  all  over 
the  country.  Employers  and  corporations  are  asked  to  take  great 
risks  and  make  immediate  sacrifices.  They  are  doing  so  in  a  fine 
spirit  of  cooperation.  But  in  the  end,  if  the  plan  succeeds,  there 
must  be  profits  out  of  which  to  pay  higher  wages;  these  profits 
must  result  in  increased  costs  of  production,  while  they,  in  turn, 
Will  inevitably  mean  higher  prices.  Then  the  consumer,  with 
or  without  larger  purchasing  power  in  his  pocket,  will  be,  as  so 
often  before,  the  man  who  pays. 

The  implications  of  this  conception  of  the  consumer's 
importance  as  he  expresses  himself  in  his  purchases  of 
daily  needs  and  occasional  capricious  desires  are  the 
burden  of  this  discussion.  In  government  we  have  an 
indication  of  their  importance  in  the  Ogburn  incident 
above  cited  and  its  sequel.  In  the  social  order  the  rami- 
fications are  not  less  dramatic.  Social  reforms  sound  most 
impressive  when  they   are  kept  on  a  high  intellectual 
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plane ;  but  they  move  fastest  when  they  supply  some  con- 
scious need  for  an  improvement  in  living. 

The  subsequent  history  of  the  Consumers'  Board  was 
a  turbulent  one,  and  the  consumer's  place  in  any  social 
program  will  be  solved  eventually,  if  at  all,  as  a  result  of 
a  clear  recognition  of  the  fact  that  the  consumer  and  his 
chance  to  live  satisfactorily  is  one  of  the  three  essential 
factors  in  any  economic  problem,  and  that  it  must  be 
brought  into  balance'  with  the  other  two — capital's  chance 
for  adequate  return,  and  labor's  chance  for  a  reasonable 
wage. 


Part  IV 
PEOPLE'S    WANTS— AND    HOW    TO    SATISFY    THEM 


Chapter  XV 
SATISFACTORY  LIVING  AND  GOVERNMENT 

The  fact  that  our  modern  political,  economic  and  social  struc- 
tures and  processes  are  disintegrating  makes  experiment 
feasible. 

— Eduard  C.  Lindeman,  "The  Meaning  of  Adult  Educa- 
tion," page  129 

The  continuous  intertwining  of  economics,  government 
and  the  social  order  makes  difficult  the  task  of  human 
progress.  If  a  government  is  good  in  principle,  it  does 
not  follow  that  the  social  order  is  satisfactory  or  that  the 
process  of  people  adjusting  their  lives  to  their  environ- 
ment is  agreeable.  Nor  is  the  reverse  true  either.  Real 
progress  involves  all  three  of  these  going  forward  to- 
gether. 

The  formation  of  a  "more  perfect  Union"  is  one  of  the 
aims  of  the  people  of  the  United  States  as  expressed  in 
the  Constitution.  But  our  main  object  is  to  live  satis- 
factorily, and  with  this  we  will  permit  nothing  to  interfere. 

For  instance,  what  was  the  real  trouble  with  the 
Eighteenth  Amendment  prohibiting  the  sale  of  intoxicat- 
ing liquors?  When  it  was  under  discussion,  it  was  going 
to  free  mankind  from  a  long  list  of  ills.  Whatever  the 
Eighteenth  Amendment  did  not  correct  was  to  be  taken 
care  of  by  the  amendments  providing  for  woman  suffrage 
and  the  popular  election  of  senators.  During  the  past  few 
years  the  conviction  has  grown  that  many  of  the  evils 
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which  were  to  be  eliminated  by  these  three  great  correc- 
tive measures  still  trouble  us ;  and  that  they  were  all  the 
fault  of  this  particular  Eighteenth  Amendment.  Why 
was  this  (of  all  amendments)  so  unpopular? 

There  is  a  good  reason.  It  was  a  measure  which  at- 
tempted to  control  private  habits  and  personal  living 
schedules.  In  this  sense,  it  was  our  first  nation-wide 
experiment  in  a  planned  economy. 

If  we  object  to  constituted  government  reaching  into 
our  homes  and  interfering  with  our  private  lives,  then 
we  ought  to  look  with  suspicion  at  any  agitation  for  a 
planned  economy  which  involves  interference  with  our 
freedom  to  live  the  sort  of  lives  we  choose  to  live.  There 
is  no  possibility  of  a  governmentally  planned  produc- 
tion unless  there  is  to  be  a  corresponding  governmental 
control  of  consumption. 

PEOPLE  AND  THINGS 

Two  factors  essential  in  any  sort  of  attempt  at  eco- 
nomic improvement  are:  (1)  people,  who  keep  on  living 
and  having  needs  and  caprices;  (2)  some  sort  of  mecha- 
nism to  supply  them  with  goods  to  satisfy  these  needs 
and  caprices.  Prices,  profits,  incentives — any  economic 
system — must  be  based  on  these  two  firm  realities.  To 
bring  people  and  goods  together  is  the  essential  task  of 
our  economic  life.  If  this  be  granted,  then  in  any  eco- 
nomic betterment  scheme  people  as  consumers  are  vastly 
more  important  than  people  as  "government." 

As  a  starting  point  for  economic  improvement,  a  clearer 
understanding  on  the  part  of  producers  of  the  needs  and 
caprices  of  the  consuming  public,  and  a  more  intelligent 
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adjustment  of  production  to  that  knowledge,  seems  more 
plausible  than  schedules  imposed  by  any  outside  body — 
no  matter  how  earnest  and  wise. 

And  yet,  in  most  of  the  economic  plans  the  "public" 
appears  only  as  the  "government"  or  as  some  vague  and 
unintelligent  social  group  to  be  uplifted. 

A  managed  currency,  a  supervision  of  investments,  a 
revised  distribution  of  income,  commissions  to  supervise 
industries,  and  a  national  planning  board  are  some  of  the 
main  features  of  the  various  suggested  plans;  and  en- 
dowed research,  and  the  suppression  of  strong-arm  sell- 
ing also  come  in  for  occasional  sanction.  Where  in  these 
is  there  a  recognition  of  the  continuity  of  the  flow  of 
economic  life,  or  of  the  variegated  nature  of  human  be- 
havior and  of  the  necessary  industrial  adjustments  to  the 
requirements  for  satisfactory  living? 

PEOPLE  AS  GOVERNMENT 

As  a  likely  source  for  the  supermen  called  for  by  a 
planned  economy,  we  have  a  new  distrust  of  the  groups 
from  which  most  of  our  former  leaders  have  come.  Our 
lawyers  are  routinized  and  meticulous;  our  philosophers 
are  out  of  touch  with  life  as  it  must  be  lived ;  our  teachers 
are  suspected  of  being  didactic;  our  economists  can  tell 
us  where  we  failed,  but  not  how  to  proceed  from  here; 
our  bankers  are  thought  to  have  worshiped  too  long  at 
the  shrine  of  "ten  times  earnings";  and  our  engineers 
have  become  unpopular  as  leaders.  The  editors  and  critics 
alone  are  satisfied  that  they  could  turn  the  trick,  and 
their  confidence  rules  them  out  on  suspicion.  This  leaves 
us  only  politicians  and  business-men  to  choose  from — the 
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servants  of  people  as  "government"  and  those  who  aim 
to  serve  them  in  their  capacity  as  consumers. 

A  cynical  but  able  political  leader  when  approached  a 
few  years  ago  by  a  delegation  of  women  asking  him  to 
select  better  men  as  candidates  replied : 

Unfortunately  in  politics  we  must  choose  between  the  strong 
man  whose  real  interests  are  elsewhere  and  who  will  leave  office 
the  moment  bigger  opportunity  beckons,  and  the  weakling  who 
will  cling  because  he  can't  hold  a  job  anywhere  else.  Public 
office,  ladies,  is  the  last  refuge  of  the  incompetent. 

This  expresses  briefly  one  of  the  most  serious  faults  in 
our  attempt  at  democratic  government  and  expresses  the 
prevailing  suspicion  of  the  inadequacy  of  politicians  and 
lawmakers  as  great  planners. 

No  institution,  representing  the  people  as  inadequately 
as  "government"  does  in  political  affairs,  seems  to  offer 
much  promise  of  relief  in  the  business  of  better  human 
living.  This  is  equally  true  whether  we  assume  a  socialistic 
or  an  individualistic  basis  for  its  operation.  A  poor  so- 
cialistic government  would  not  be  likely  to  be  much  better 
than  a  poor  individualistic  one,  if  it  had  the  same  people 
to  deal  with.  We,  as  people  attempting  to  live  satisfac- 
torily, seem  justified  in  the  suspicion  that  we,  as  a  "gov- 
ernment" aiming  to  control  the  routine  affairs  of  life,  are 
not  successful.  Few  people  in  the  United  States  any 
longer  are  prepared  to  favor  Federal  constitutional 
amendments  as  a  means  for  elevating  public  morals,  either 
through  prohibited  traffic  or  through  expanded  electoral 
franchise.  Government,  or  its  embodiment  in  elected  gov- 
erning personnel,  does  not  offer  much  hope  as  a  means 
for  dictating  wisely  the  economic  life  of  the  American 
people. 
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PEOPLE  AS  CONSUMERS 

That  leaves  us  the  business-men  as  our  only  hope,  and 
among  them  we  might  find  a  few  names  of  leaders  of 
promise.  But  here  again  we  are  brought  to  face  the  sus- 
picion that  what  is  needed  is  not  individual  leaders  so 
much  as  a  better  adjustment  of  operations  to  changed 
underlying  conditions.  This  makes  it  necessary  to  look  at 
some  of  the  current  implications  of  those  two  underlying 
factors  which  seem  to  need  adjusting — the  continuing 
demands  of  current  life  and  the  means  for  meeting  them. 
It  may  be  that  instead  of  looking  for  supermen,  business 
leaders  themselves  ought  to  be  getting  a  clearer  idea  of 
conditions. 

While  America  was  opening  up  and  her  wants  were 
far  greater  than  her  industries  could  supply,  American 
business  had  every  qualification  for  irrepressible  enlarge- 
ment, and  was  operated  accordingly.  To  be  successful, 
American  businessmen  had  only  to  produce  quantities  of 
useful  goods,  and  they  had  neither  the  time  nor  the  need 
for  close  attention  to  the  problems  of  marketing  these 
goods  in  the  best  and  most  economical  fashion. 

But  with  the  experience  of  the  past  few  years  the  sus- 
picion has  been  developing  that  perhaps  something  fun- 
damental may  be  wrong  and  that  we  may  do  well  to 
inquire  into  the  nature  of  the  American  business  mecha- 
nism, and  of  the  power  which  drives  it,  to  determine 
whether  it  really  is  the  inherently  expansive  thing  we 
thought  it  was. 

This  has  led  to  new  trends  of  business  thinking.  Many 
phases  of  our  economic  and  social  setup  have  been  receiv- 
ing the  thoughtful  attention  of  persons  who,  a  few  years 
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ago,  would  have  regarded  such  considerations  as  purely 
academic.  Among  the  foremost  of  these  candidates  for 
more  careful  scrutiny  are  the  processes  of  marketing — to 
determine  whether  the  gap  which  lies  between  production 
and  consumption  is  really  being  bridged  as  effectively  as 
it  should. 

To  comprehend  fully  the  significance  of  effective 
methods  of  distribution  to  a  successful  and  healthy  eco- 
nomic structure,  it  is  important  to  see  the  bearing  of 
social  trends  on  that  economic  structure. 

For  practical  purposes,  as  we  tried  to  make  it  clear  at 
the  beginning  of  this  discussion,  social  existence  may  be 
regarded  as  consisting  of  man,  his  environment  and  his 
attitude  toward  his  environment.  To  these  might  be  added 
a  partly  separate  fourth — his  power  to  modify  that 
environment. 

Of  these  four,  the  first  two  are  not  greatly  variable 
factors  socially.  As  a  mechanism  and  as  a  functioning 
creature,  man  remains  about  the  same.  As  a  thinker,  an 
eater,  a  performer  of  most  of  the  activities  called  human, 
he  operates  much  as  he  did  at  the  beginning  of  time. 
So,  too,  with  environment.  We  mitigate  the  rigors  of 
climate  or  lessen  the  dangers  and  labor  of  moving  about ; 
but  rain,  snow,  heat,  cold,  seasons,  fertility,  seedtime  and 
harvest,  all  are  fundamentally  unchanged. 

But  man's  attitude  toward  his  environment  does 
undergo  fundamental  changes  rapidly,  and  his  power  to 
modify  it  changes  even  faster.  And  in  the  various  rami- 
fications of  man's  attitude  toward  his  environment,  and 
what  he  does  about  it,  we  find  the  explanation  for  any 
given  economic  situation. 

Our  concern  with  the  "general  welfare"  is  in  its  in- 
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creased  power  to  dictate  the  nature  and  extent  of  produc- 
tion. To  a  far  greater  degree  than  he  is  dictated  to,  the 
consumer  dictates;  and  to  a  far  greater  extent  than  in 
government  or  the  social  mechanism,  his  dictatorship  is 
concerned  with  what  is  to  be  consumed.  The  supreme  task 
in  the  whole  economic  field  is  to  cut  down  the  wastes  due 
to  appraising  the  consumers'  will  either  inaccurately  or 
too  late.  The  greatest  waste  in  the  present  social  order 
comes  from  making  and  selling  things  which  neither  do, 
nor  can,  fit  into  the  consumers'  own  ideas  of  what  is 
involved  in  a  satisfactory  life. 


Chapter  XVI 
LEADERS  AND  FOLLOWERS 

Now  it  is  the  beginning  of  wisdom  to  understand  that  social 
life  is  founded  on  routine.  Unless  Society  is  permeated,  through 
and  through,  with  routine,  civilization  vanishes.  So  many  so- 
ciological doctrines,  the  products  of  acute  intellects,  are  wrecked 
by  obliviousness  to  this  fundamental  sociological  truth.  Society 
requires  stability,  foresight  itself  presupposes  stability,  and 
stability  is  the  product  of  routine. 

But  there  are  limits  to  routine,  and  it  is  for  the  discernment 
of  these  limits,  and  for  the  provision  of  the  consequent  action, 
that  foresight  is  required. 

— Alfred  N.  Whitehead,  "Essay  on  Foresight" 

It  is  one  of  the  beneficent  whims  of  nature  that  genius 
is  rare.  A  houseful  of  Shelleys,  a  convention  of  Henry 
Fords,  a  town  meeting  of  Richard  Wagners,  or  a  regi- 
ment of  Napoleons  suggests  difficulties.  Not  only  is  genius 
rare,  but  those  who  do  not  possess  it  usually  are  willing 
to  be  led  by  it;  and  that,  too,  is  fortunate. 

People  start  out  to  construct  a  democracy  and  they 
turn  up  with  a  Robespierre;  they  undertake  to  improve 
government  and  a  Mussolini  develops;  a  country  of  160 
million  people  becomes  Communistic  and  first  a  Lenin 
and  then  a  Stalin  takes  charge;  the  National  Socialist 
movement  becomes  Hitlerism. 

In  the  past  century  and  a  half  there  have  been  many 
attempts  by  the  people  to  take  over  government.  Perhaps 
history,  or  at  best  modern  history,  is  mainly  a  record  of 
the  growing  importance  of  people — common  people — in 
the  affairs  of  what  Plato  called  the  "State."  But  in  the 
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long  run  these  popular  movements  seem  likely  to  head 
up  into  a  leader — someone  who  can  sense  the  popular 
trend  and  beat  the  public  to  its  own  conclusions.  There 
is  no  use  in  amplifying  this  generalization  with  cases,  for 
such  cases  not  only  make  up  history  but  also  are  the 
fabric  of  daily  life.  They  are  common  among  all  classes 
of  society — the  proletariat,  the  bourgeoisie,  the  aristoc- 
racy ;  and  they  are  found  in  church,  state,  art  and  learn- 
ing. Certain  geniuses  have  the  gift  of  knowing  what  is 
going  to  be  judged  good  by  the  mass  of  people,  or  what 
they  are  going  to  clamor  for,  before  they  know  it  them- 
selves. It  is  partly  a  gift,  and  partly  an  acquirable  tech- 
nique, to  be  able  to  keep  just  a  little  ahead  of  the 
procession. 

In  government  this  distinction  between  the  "leaders" 
and  the  "led"  (with  its  possibilities  for  abuse)  is  recog- 
nized throughout  every  type  of  governmental  structure. 
In  any  kind  of  social  institution  the  same  relationship  of 
leader  and  led  has  found  itself  reflected  in  forms  and 
operating  methods.  The  chairmen,  the  committees,  direc- 
tors, managers  and  captains  are  all  reflections  of  the  fact 
that  "It  is  impossible  to  sail  a  ship  by  popular  vote." 

BUSINESS   LEADERSHIP 

In  business  also  it  is  true  that  success  depends  on 
leadership,  "followership"  and  the  maintenance  of  effec- 
tive relationship  between  the  two.  Individual  enterprises 
illustrate  this  and  so  do  competitive  trades.  No  single 
enterprise  ever  has  been  satisfactory  without  good  leaders 
and  a  good  esprit  de  corps.  Similarly,  in  every  trade 
there  are  great  creative  leading  concerns  and  a  large 
number  of  other  concerns  of  the  type  recently  studied  by 
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Horace  Secrist  in  his  monograph  on  the  Triumph  of 
Mediocrity  in  Business. 

Moreover,  the  conditions  making  and  unmaking  leaders 
are  undergoing  constant  variation.  This  is  particularly 
true  of  leaders  in  business.  For  example,  leaders  in  times 
of  business  expansion  are  chosen  in  one  way,  depending 
on  those  qualities  which  bring  men  to  the  front  in  times 
of  great  activity.  In  times  of  depression  another  set  of 
qualities  selects  the  leaders,  while  in  times  of  recovery  a 
still  different  group  of  abilities  determines  the  selection. 
This  latter,  for  the  moment,  is  the  kind  of  leadership 
which  holds  our  interest. 

Probably  most  of  the  constructive  work  of  business 
recovery  and  whatever  social  reconstruction  is  effected 
will  be  done  by  those  people,  either  young  or  old,  who 
have  not  the  hampering  inhibitions  of  past  bad  business 
habits.  The  real  leaders  of  American  business  for  the 
next  twenty  years  are  now  in  process  of  being  selected — 
not  by  popular  vote,  but  by  ability  to  anticipate  and 
meet  new  conditions  with  some  regard  for  the  nature  of 
the  problems  of  business  recovery. 

It  may  be  worth  while,  at  this  time  when  leaders  are 
thus  being  changed,  to  digress  into  a  brief  examination 
of  some  of  the  outstanding  features  of  a  time  of  business 
recovery.  Thus  we  may  get  some  indication  of  the  new  type 
of  leadership  that  is  required,  and  particularly  an  idea  of 
what  is  likely  to  be  the  most  serious  strain  to  be  en- 
countered by  any  project  started  as  a  device  for  recovery 
or  as  a  basis  for  future  reconstructions. 

There  are  three  characteristics  of  business  in  times  of 
recovery  bearing  on  leadership  which  seem  clear  enough 
to  justify  brief  statement: 
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In  the  first  place,  there  is  the  fact  that  a  period  of 
recovery  is  a  time  for  strategic  maneuvering  on  the  part 
of  any  business  equipped  and  manned  to  take  advantage 
of  its  opportunities.  At  a  time  when  general  expansion 
in  business  can  be  counted  on,  it  becomes  possible  for  the 
more  alert  competitors  to  select  strategic  positions  and 
to  take  for  themselves  those  strongholds  in  the  business 
which  suit  their  fancy.  It  is  this  fact  which  gives  so  much 
importance  to  the  question  of  whether  one  is  ready  for  a 
period  of  recovery;  what  place  he  has  selected  for  him- 
self and  whether  he  is  ready  to  meet  on  a  satisfactory 
basis  the  other  inevitable  contenders  for  the  same  place. 
There  is  still  time,  perhaps,  for  alert  business  concerns 
to  select  the  objectives  they  want  to  reach  and  to  devise 
definite  plans  for  getting  there  before  the  demands  of 
improved  business  call  for  all  the  power  of  the  executive 
staff.  This  selection  of  strategic  objectives  calls  for  a 
particular  kind  of  business  vision.  One  great  trouble  with 
many  business  enterprises  is  that  they  keep  selecting  from 
both  the  past  and  the  present  the  wrong  things  as  objects 
of  their  main  concern,  and  do  not  make  any  adequate 
effort  to  select  the  things  worth  fighting  for.  What  is 
needed  in  many  American  business  concerns  is  not  less 
tactics,  but  more  strategy.  The  day's  work  must  be  done 
as  well  as  possible,  but  at  the  same  time  the  strategic 
positions  need  to  be  selected  and  occupied. 

In  the  second  place,  a  period  of  improving  business 
changes  the  emphasis  on  some  of  the  chief  personal  quali- 
fications in  competitive  operations.  Alertness  is  at  a 
premium,  conservatism  sinks  to  its  minimum  of  effective 
usefulness;  routine  becomes  deadly,  foresight  is  indis- 
pensable. When  business  is  improving  and  may  be  ex- 
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pected  to  get  better,  the  advantages  of  sure,  swift  move- 
ment are  intensified,  and  the  penalties  on  tardy  fumbling 
are  increased.  In  a  word,  in  such  times,  the  differences 
between  the  effectiveness  of  the  fast-mover  and  the  slow- 
mover  are  widened.  This  is  particularly  important  in  view 
of  the  fact  that  nearly  all  American  industries  are  so 
heavily  overequipped.  In  most  industries  from  one- 
quarter  to  one-third  of  the  present  equipment  is  destined 
to  operate  at  a  loss  for  several  years  to  come  if  it  operates 
at  all.  From  25  to  35  per  cent  more  capacity  than  can 
be  employed  profitably  is  to  be  found  in  nearly  every 
industry  of  importance.  This  means  that,  as  this  capacity 
is  more  fully  used,  somebody  must  decide  who  is  to  remain 
idle  and  whose  goods  are  to  be  left  unsold  or  to  be  sold 
unprofitably.  This  decision  most  safely  lies  with  the  con- 
suming public  who  have  so  newly  discovered  their  power 
to  decide  for  themselves  what  they  shall  buy.  They  will 
not  decide  on  the  basis  of  statistics  but  on  the  basis  of 
their  own  ideas  of  what  they  want.  The  alert,  quick- 
moving  leaders  will  put  their  sales  operations  on  such  a 
basis  that  their  interests  will  run  parallel  with  those  of 
the  public.  The  more  conservative  and  slow-moving  will 
take  counsel  from  the  past.  And  the  public's  decision  will 
be  to  these  competitors  not  a  matter  of  larger  or  smaller 
gains,  but  a  matter  of  business  life  or  death. 

In  the  third  place,  a  period  of  business  recovery  has 
another  characteristic  which  ought  to  be  receiving  care- 
ful attention  at  this  time.  During  a  period  of  expansion, 
opportunities  are  most  favorable  for  introducing  new 
policies  and  for  taking  such  measures  as  may  be  neces- 
sary for  strengthening  the  concern's  profit  position.  In  a 
time  of  great  prosperity  few  active  business  concerns  have 
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time  for  experiments.  A  failure  is  too  costly  in  retarded 
business,  and  any  tinkering  with  the  business  machine 
may  slow  it  down.  In  any  case,  when  the  mechanism  is 
going  at  full  speed  there  is  every  inducement  to  let  it  run. 
But  with  expanding  business  the  risks  from  failure  are 
easily  absorbed,  and  the  profits  from  success  are  likely  to 
be  large. 

This  digression  into  some  of  the  notable  characteristics 
of  business  in  times  of  recovery  serves  to  make  clear  the 
point  that  for  getting  and  keeping  leadership  in  business 
under  present  conditions,  the  discovery  or  invention  of 
means  for  keeping  close  to  the  changes  in  expressions  of 
popular  will  (as  expressed  in  spending  money)  offers  an 
opportunity  of  unusual  promise.  This  ought  to  be  in  our 
schedule  of  ambitions  rather  than  stability.  If  the  gap 
between  consumers'  wants  and  producers'  plans  could  be 
narrowed  by  direct  assault,  it  gives  promise  of  doing 
what  never  could  be  done  by  any  form  of  external  plan- 
ning, by  government  or  society.  This  adjustment  of  pro- 
ducers' schedules  to  consumers'  wants  would  do  far  more 
to  get  rid  of  the  worst  of  our  economic  evils  than  would 
any  form  of  governmental  stabilization. 

STABILITY  IS  NOT  WHAT  WE  WANT 

Many  eloquent  speakers  and  writers  have  urged  that 
business  be  "stabilized."  That  is  one  of  the  things  the 
world  needs  least  of  all,  if  by  stabilization  is  meant  perfect 
balance. 

In  a  recent  discussion  of  "Business  Stabilization," 
Wesley  C.  Mitchell  asks  what  really  is  meant  by  the 
"Stabilization  of  Business."  He  says: 
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To  clear  the  ground,  let  me  ask  first  what  changes  in  busi- 
ness we  would  get  rid  of  if  we  could.  According  to  the  diction- 
aries, stability  means  "continuance  in  the  same  state."  Now 
business  is  never  stable  in  this  sense.  On  the  contrary,  it  is 
characterized  by  incessant  changes.  And  many  of  the  changes 
to  which  business  is  subject  are  socially  desirable  in  our  eyes. 
We  want  per-capita  production  to  go  on  increasing,  so  that  work- 
ing hours  can  be  reduced  progressively;  the  standard  of  living 
raised;  poverty,  illiteracy  and  morbidity  reduced.  If  business 
stabilization  meant  the  cessation  of  such  changes  we  would  have 
none  of  it.  I  may  not  speak  for  everybody,  but  I  think  I  do 
speak  for  the  vast  majority  of  Americans  when  I  say  that  we 
would  prefer  our  present  scheme  of  life,  with  its  frequent  set- 
backs, to  a  changeless  routine  which  guarantees  every  year 
the  largest  national  income  we  have  ever  enjoyed,  but  forbade 
us  to  hope  for  any  raising  of  that  standard.  Discovery  in  sci- 
ence, invention,  in  the  arts,  pioneering  in  business  are  arduous 
joys  in  themselves,  of  which  we  would  not  deprive  hardy  spirits, 
and  they  produce  in  the  long  run  far  more  good  than  ill  for 
the  rest  of  us. 

This  paragraph  seems  to  sum  up  in  a  few  words  the 
fundamental  need  of  this  opening  period  of  the  new  busi- 
ness cycle.  Invention,  pioneering,  discovery,  the  arduous 
joys  of  solving  real  problems  in  business,  and  particularly 
in  distribution — these  are  the  deeds  of  derring-do  to 
which  business  now  is  called. 

With  price  competition  largely  ineffective,  and  quality 
competition  hampered  by  higher  labor  costs  and  shorter 
hours,  there  is  still  left  to  American  businessmen  one  con- 
spicuous chance  for  acquiring  leadership.  This  lies  in  the 
opportunity  for  creative  invention  in  distributing  meth- 
ods— as,  for  example,  by  working  out  a  more  accurate 
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forecasting  of  consumer  demand,  and  less  devious  ways 
of  supplying  to  the  public  what  it  wants. 

If,  as  we  have  been  trying  to  show,  the  real  job  of 
business  is  to  supply  to  the  public  what  it  requires  for 
satisfactory  living,  anything  which  makes  this  more  cer- 
tain is  constructive.  Anything  which  cramps  the  public's 
"Chance  to  Live"  will  prove  destructive,  whether  that  be 
standardization,  or  interference  with  freedom  of  expres- 
sion, or  failure  to  sense  the  trends  of  "demand"  and 
keep  in  line  with  them.  The  leaders  of  the  next  few  years 
will  be  those  who  beat  the  public  to  its  own  decisions. 
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Then  we  must  select  from  the  whole  body  of  guardians  those 
individuals  who  appear  to  us,  after  due  observation,  to  be  re- 
markable above  others  for  the  zeal  with  which  through  their  whole 
life,  they  have  done  what  they  have  thought  advantageous  to 
the  state,  and  inflexibly  refused  to  do  what  they  thought  the 
reverse.  .  .  . 

Then  I  think  we  must  watch  them  at  every  stage  of  their 
life,  to  see  if  they  are  tenacious  guardians  of  this  conviction, 
and  never  bewitched  or  forced  into  a  forgetful  abandonment  of 
the  belief  that  they  ought  to  do  what  is  best  for  the  state. 

—"The  Republic  of  Plato,"  Book  III,  Section  412 

Leadership  and  f  ollowership  appear  to  be  wholly  natural, 
and  even  inevitable  relationships  in  human  activities.  It 
remains  for  us  to  apply  this  idea  to  our  specific  task  of 
facilitating  human  living.  And  the  particular  phase  of 
leadership  with  which  we  are  concerned  has  to  do  with 
the  public  will  as  expressed  in  its  merchandise  purchases. 

Business,  as  we  have  been  building  up  the  case  step  by 
step,  is  merely  the  present  form  of  organism  developed 
to  facilitate  human  life.  It  may  be  good  in  some  respects 
and  bad  in  others,  but  it  is  the  organism  which  has 
grown  up. 

We  have  tried  to  show  also  that  if  this  economic  sys- 
tem (or  business)  is  the  organism  developed  to  satisfy 
human  wants,  it  is  those  wants  which  become  the  basis 
for  its  existence. 

It  is  the  contrast  between  being  on  the  buying  or  the 
selling  side  of  a  transaction  that  becomes  critical  in  all 
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this  discussion,  and  it  is  particularly  true  at  the  very  end 
of  the  series  of  economic  actions  which  complete  the  pro- 
duction and  distribution  job.  At  the  retail  counter  a  revo- 
lution in  motives  and  driving  power  takes  place.  Up  to 
that  point  any  merchandise  for  human  consumption  has 
been  merchandise — a  thing  made  or  sold  because  its 
manufacture  or  sale  might  yield  a  profit.  Its  value  was 
derived  from  its  exchangeability  and  was  value-in- 
exchange.  But  at  the  retail  counter  it  passes  into  the 
hands  of  a  final  consumer  who  judges  its  value  by  its  use 
to  him.  What  he  gives  for  it  will  not  yield  him  a  profit. 
He  gets  a  new  kind  of  value-satisfaction.  Its  value  be- 
comes value-in-use. 

"Value-in-use"  at  the  retail  counter  takes  the  place  of 
"value-in-exchange"  as  the  impelling  motive  for  pro- 
ducing and  selling  what  it  is  hoped  the  consumer  will 
want.  In  fact,  it  may  be  said  that  the  retail  counter  never 
has  been  given  an  adequate  glorification  by  economists. 
Here  plans  become  realities,  hopes  become  facts,  use-value 
takes  the  place  of  exchange-value,  merchandise  is  con- 
verted into  cash,  and  cash  into  merchandise.  A  whole  set 
of  operations  conducted  for  profit  now  is  translated  into 
one  form  or  another  of  human  satisfactions. 

THE  NATURE  OF  VALUE-IN-USE 

Value-in-use  is  a  much  more  complex  concept  than 
value-in-exchange.  And  the  basis  for  determining  these 
two  types  of  value  may  be  only  remotely  related.  Value- 
in-use  is  partly  a  matter  of  intrinsic  properties.  In  the 
case  of  purely  impersonal  purchases  these  properties  may 
be  the  main  basis  for  valuation ;  but  where  such  elements 
as  design,  convenience,  social  custom  or  personal  prefer- 
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ence  enter,  the  relation  between  intrinsic  properties  and 
value  may  be  slight. 

A  commonly  prevailing  fallacy  is  the  assumption  that 
the  consumer,  in  the  sense  of  an  individual  or  a  house- 
hold, buys  merchandise  for  its  intrinsic  properties  alone. 
The  "satisfactions,"  in  an  economic  sense,  which  the  con- 
sumer seeks  in  merchandise  are  only  partly  concerned 
with  intrinsic  properties.  In  this  respect  the  consumer 
differs  from  the  machine  tool  builder,  just  as  the  home 
differs  from  the  lumber  camp.  The  consumer  likes  or  dis- 
likes, and  analyses  can  go  hang. 

This  may  be  reprehensible  in  the  consumer,  but  it 
happens  to  be  the  way  he  is  built,  and  there  can  be  no 
virtue  in  ignoring  the  fact.  To  him  merit  is  dependent  on 
value-in-use,  all  factors  in  use  being  considered,  which 
is  quite  a  different  matter  from  value-in-exchange  or  even 
the  standards  for  measurement  of  utility  which  must  be 
applied  by  a  buyer  of  raw  materials,  like  a  shipbuilder, 
or  a  contractor  for  steelwork,  or  a  weaver. 

Value-in-use,  manifestly,  is  made  up  in  part  of  the 
user's  attitude  toward  the  goods.  Hence,  for  articles  to 
be  used,  as  distinct  from  articles  to  be  further  traded  in 
or  resold,  demand  is  not  a  matter  of  needs,  it  may  be 
merely  a  matter  of  a  desire  for  possession,  or  an  artificial 
eagerness,  or  a  purely  subjective  idea  of  desirability. 

Three  characteristics  of  this  driving  force  should  be 
mentioned  in  passing.  In  the  first  place,  it  can  be  har- 
nessed, and  in  a  measure  made  to  serve  the  purposes  of 
those  who  deal  wisely  with  it.  Second,  its  operation  follows 
a  certain  predictable  course,  and  to  a  reasonable  extent 
its  activities  can  be  forecast.  In  the  third  place,  it  follows 
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its  own  ordered  way,  and  any  radical  change  in  its  basic 
nature  is  both  a  difficult  and  costly  business. 

The  "profit  motive"  is  perhaps  the  most  powerful  single 
motive  to  be  reckoned  with  in  economic  and  social  studies. 
And  yet  there  has,  hitherto,  been  an  almost  complete 
absence  of  discussion  of  this  motive  as  related  to  the 
two  processes  of  production  and  consumption  considered 
jointly,  in  their  present-day  forms,  and  especially  at  this 
point  where  they  meet  and  find  final  expression. 

What  is  commonly  described  as  the  "capitalistic  sys- 
tem" has  its  foundation  in  this  motive.  This  may  be  an 
ignoble  system,  but  it  has  the  great  advantage  over  any 
other  system  thus  far  proposed  in  that  it  does  provide 
means  for  gratifying  those  inherent  yearnings  for  pos- 
session without  allowing  the  resulting  scramble  to  get 
entirely  out  of  bounds.  Profits  are  the  most  common 
means  of  yoking  this  impelling  motive  of  desire  for  gain 
into  the  process  of  supplying  people's  wants. 

THE  VOTES  OP  THE  CONSUMERS 

A  popular  book  on  economics1  a  few  years  ago  made 
clear  the  tremendous  economic  power  of  this  ability  to 
choose  which  is  the  possession  of  the  consumer  under  our 
present  economic  system : 

Sellers  may  do  their  utmost  by  means  of  advertising  and  sales- 
manship to  influence  choice,  but  after  they  have  done  their 
utmost,  the  choice  remains  with  the  buyers.  The  prices  they  pay 
today  are,  in  effect,  orders  for  future  production  .  .  . 

In  the  domain  of  commerce,  every  human  being  has  a  vote 
every  time  he  makes  a  purchase  .  .  . 

Every  day  is  election  day.  The  buyer  casts  his  vote  wherever 

1  Wm.  T.  Foster  and  Wadill  Catchings,  Money.  Pp.  190-192. 
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he  goes.  The  votes  are  counted  at  once  and  with  few  errors; 
the  cash  register  is  as  dependable  as  the  ballot  box.  Those  in 
charge  of  the  polls  are  dependable,  too,  for  it  pays  them  to 
have  prompt  and  accurate  record  of  the  voters'  choices. 

With  his  dollars  the  buyer  votes  for  his  representatives  in  pro- 
duction. He  votes  to  continue  in  office  those,  and  only  those, 
who  make  the  articles  he  buys  .  .  .  Of  these  newspapers  in  a 
certain  city,  one  will  soon  be  obliged  to  suspend  publication. 
Which  shall  it  be?  The  people  will  decide.  Just  as  surely  buy- 
ers are  now  deciding  which  manufacturers  of  automobiles  are 
to  be  allowed  to  continue  producing,  and  which  of  the  two  hun- 
dred or  more  makers  of  tires — five  of  whom  are  equipped  to 
supply  the  total  demand — are  to  go  out  of  business  .  .  . 

If  it  is  true  that  consumers'  wants  (and  ability  to 
express  them  in  the  form  of  merchandise  purchases)  have 
become  the  central  fact  in  our  economic  and  social  system, 
leadership  in  human  affairs  will  be  likely  to  depend  more 
and  more  on  the  possession  of  ability  to  anticipate  and 
satisfy  human  wants.  This  seems  to  complete  the  circuit 
of  human  development.  Following  our  concern  over  the 
individual,  the  family,  the  tribe,  the  state,  the  army  and 
other  adjuncts  of  government,  there  has  developed  the 
growing  complexity  of  life;  and  finally  we  have  had  the 
gradual  emergence  of  the  fact  that  consumption  is  merely 
another  name  for  individual  living,  and  production  the 
other  end  of  consumption. 

If  it  is  true,  as  we  have  been  trying  to  show,  that 
living  as  conducted  by  people,  and  the  securing  of  the 
facilities  for  carrying  on  life  are  a  major  objective  in 
human  affairs,  and  if  this  element  seems  to  be  fully  as 
conspicuous  at  this  time  and  in  this  country  as  either 
government  or  the  social  order,  it  becomes  evident  that 
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leadership  in  supplying  human  wants  satisfactorily  and 
economically  becomes  a  worthy  aim  for  any  man. 

It  may  be  said  that  the  "Chance  to  Live"  for  any 
business  is  directly  dependent  on  its  ability  to  give  to  the 
consuming  public  those  things  which  it  regards  as  desir- 
able adjuncts  of  its  living  process.  If  the  present  business 
organism  can  do  this  satisfactorily,  no  agitation  for  a 
"new  social  order"  will  destroy  it.  If  it  cannot,  some 
other  way  will  be  found,  not  as  an  expression  of  govern- 
ment theory,  but  as  a  means  for  giving  the  public  a 
better  "Chance  to  Live." 


Chapter  XVIII 
THE  AMERICAN  ROAD  TO  SATISFACTORY  LIVING 

We  have  more  moral,  political  and  historical  wisdom  than  we 
know  how  to  reduce  into  practice;  we  have  more  scientific  and 
economic  knowledge  than  can  be  accommodated  to  the  just  dis- 
tribution of  the  produce  which  it  multiples. 

— Percy  Bysshe  Sheixey,  "Defence  of  Poetry" 

Divested  of  all  trimmings,  our  line  of  thought  is  fairly 
simple : 

1.  People  will  get  a  chance  to  live  in  one  way  or  another.  If 
they  have  enough  other  interests  at  stake  they  see  the  ad- 
vantage of  getting  it  peaceably.  But  have  it  they  will. 

2.  A  chance  to  live  a  satisfactory  life  varies,  to  be  sure,  in 
different  parts  of  the  world,  but  always  involves,  to  at 
least  some  extent,  the  possession  of  material  things. 

3.  Material  things  have  been  supplied  to  people  in  our  civili- 
zation by  means  of  an  organism  which  in  the  aggregate 
is  described  as  "business." 

4.  Of  late  years,  the  providing  of  the  adjuncts  of  satisfactory 
living  to  people  has  been  lagging  progressively  behind  the 
expansion  of  the  people's  ideas  of  what  they  want  in  the 
way  of  material  things.  Or,  in  other  words,  people's  wants 
have  been  expanding  too  fast  for  the  corresponding  eco- 
nomic facilities  for  supplying  them. 

5.  People's  ideas  of  what  material  things  would  help  to  make 
them  happy  are  no  longer  a  social  incident;  they  have  be- 
come a  dominating  power  in  human  activity,  and  they  are 
the  driving  power  back  of  all  business. 

6.  These  ideas  of  people  about  what  they  want  will  be  satis- 
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fled  through  one  channel  or  another;  and  if  "business" 
still  wants  to  be  the  channel,  it  may  well  devote  itself 
seriously  to  the  development  of  a  better  technique  for  keep- 
ing sensitive  to  people's  ideas  about  what  suits  them. 

These  points  may  sound  remote  from  everyday  affairs. 
But  they  are  at  the  very  foundation  of  good  business 
thinking.  On  them  will  be  based  the  only  type  of  busi- 
ness judgment  which  can  lead  to  profits  in  a  profit  econ- 
omy, or  to  social  gain  in  a  socialistic  order,  or  to  the 
common  good  in  a  communist  society. 

This  concept  of  the  desires  and  attitudes  of  human 
beings  as  the  driving  force  in  human  affairs  is  revolu- 
tionary in  its  effects  on  much  previous  business  thinking. 
Moreover,  it  gives  some  real  point  to  the  talk  about  the 
"forgotten  man";  for  when  we  realize  that  he  really  is 
the  boss,  then  it  is  not  only  good  politics  but  a  really 
dramatic  episode  when  he  rises  to  remembrance.  He  may 
not  be  vengeful,  but  he  enjoys  using  his  power  when  he 
sees  how  it  works. 

When  human  attitudes  toward  things  become  recog- 
nized at  anything  like  their  real  importance,  then  busi- 
ness concerns  (like  politicians)  are  forced  to  learn  that 
the  most  important  single  factor  in  human  affairs  today 
is  sensitiveness  to  changes  in  the  popular  will.  In  other 
words,  it  is  not  merely  a  fine  trick  to  be  able  to  anticipate 
public  taste;  the  development  of  ability  to  do  this  is  the 
only  way  to  stay  in  business.  And,  in  a  sense,  this  is  true 
of  all  producers  and  distributors.  Raw  materials,  ma- 
chinery, capital  goods  and  consumer  goods — all,  in  the 
long  run,  have  their  saleability  dependent  on  their  con- 
formity to  public  will. 
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THE  REVOLUTION  IN  CONSUMPTION 

When  in  France  a  century  and  a  half  ago  certain  ideas 
about  liberty,  equality,  fraternity — and  hence  about 
kings  and  nobles  and  taxes — became  democratized,  and 
people  began  to  kill  each  other  to  enforce  their  beliefs, 
it  was  called  a  revolution.  When  the  democratization  is  in 
material  things,  and  the  executions  are  economic  instead 
of  physical,  the  revolution  may  be  quite  as  real,  even 
though  less  dramatically  terrifying.  There  has  been  a 
revolution  in  consumption.  Any  future  change  will  not 
take  the  form  of  a  return  to  simplified  life.  We,  the 
people,  will  not  give  up  all  these  democratized  things.  But 
we  will  aim  to  get  them  as  economically  as  possible. 

In  this  discussion  we  are  considering  the  people,  not 
as  they  express  themselves  through  their  representative 
in  government,  but  as  they  express  themselves  in  the 
ordinary  processes  of  living — the  buying  and  selling  of 
merchandise  to  satisfy  their  daily  needs  or  wants. 

In  his  High  Level  Consumption,  William  H.  Lough 
develops  the  estimate  that  of  the  consumer  goods  bought 
each  year  in  this  country  an  appreciably  large  amount 
represents  voluntary  consumption.  This  study  gives  defi- 
niteness  to  the  idea  that,  looked  at  from  a  purely  quanti- 
tative viewpoint,  the  expression  of  the  popular  will  in 
economic  matters  is  a  formidable  affair.  Any  force  which 
can  at  will  remove  several  billion  dollars  from  the  stream 
of  commerce,  or  as  casually  put  it  back,  is  a  force  to  be 
reckoned  with.  And  this  force  is  based  squarely  on  our 
ideas  of  personal  liberty,  which  we  do  not  like  to  have  made 
the  subject  of  constitutional  amendment. 

But  this  volume  of  caprice  purchases  is  only  one  of  the 
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manifestations  of  the  popular  will  in  the  business  of 
living.  Of  the  money  it  spends,  this  public  with  its  democ- 
ratized notions  keeps  good  track.  It  decides  for  itself 
when  and  where  it  is  to  spend  whatever  it  decides  to 
spend.  We,  the  people,  do  have  ideas  of  our  own;  and 
sound  business  strategy  consists  not  in  trying  to  stampede 
or  browbeat  us,  but  in  finding  out  what  our  ideas  are, 
perhaps  even  before  they  are  fully  formulated.  These 
ideas,  then,  we  insist  must  be  met  on  our  own  terms. 

Businessmen  are  only  slowly  realizing  the  importance 
of  this  aspect  of  our  life  as  a  people — this  democratiza- 
tion of  things,  which  makes  the  will  of  the  people  an 
economic  force.  This  fact  of  the  driving  power  of  the 
consumers'  will  is  easy  enough  to  accept;  but  it  is  not 
easy  to  build  into  thinking  habits  and  plans. 

It  is  not  commonly  realized  how  fully  the  democratiza- 
tion of  various  things  in  modern  life  has  come  to  affect 
our  economic  existence.  Recall,  briefly,  some  of  the  ele- 
ments of  current  living  which,  in  this  country,  have 
experienced  a  high  degree  of  democratization.  Among 
women,  at  least,  we  have  made  the  pursuit  of  styles  and 
fashions  common  to  nearly  everyone;  we  have  democra- 
tized locomotion  by  means  of  low-priced  automobiles  so 
that  even  the  camps  of  the  bonus  seekers  must  have  park- 
ing space ;  we  have  democratized  luxury  of  various  sorts 
— such  as  heat,  light,  power,  sanitary  plumbing  and  vari- 
ous other  aids  to  living;  we  have  democratized  drama,  of 
a  sort,  by  way  of  the  motion  pictures.  Through  the  radio 
we  have  democratized  contacts  with  people  of  supreme 
ability,  and  affairs  of  real  moment,  as  well  as  with  many 
items  less  worthy.  The  main  point  is  that  many  "things" 
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formerly  confined  to  the  privileged  few  have  become  part 
of  the  daily  life  of  the  many.  This,  so  often  described  as 
the  "standard  of  living,"  might  better  be  thought  of  as 
the  basis  of  nearly  all  business  performance. 

If  demand  has  been  democratized,  what  can  be  a  more 
promising  economic  system  than  one  based  on  a  recogni- 
tion of  this  central  fact  in  the  social  order.  In  such  a 
system  there  would  be  intelligently  adjusted  production 
and  distribution  based  on  knowledge  of  current  facts 
about  that  democratized  demand. 

That  this  idea  of  making  a  serious  effort  to  keep  in 
touch  with  these  democratized  economic  impulses  is  not  a 
mere  theoretical  vision  is  attested  by  evidence  in  many 
quarters  that  the  leaders  of  American  business  are  becom- 
ing conscious  of  this  pull  on  their  destinies.  Alfred  P. 
Sloan,  Jr.,  President  of  General  Motors  Corporation,  for 
example,  discussed  this  subject  in  detail  in  a  recent  report 
to  the  corporation's  stockholders.1 

1  Following  a  summary  of  the  corporation's  contributions  in  the  physical 
sciences  to  the  development  of  the  motor  car  industry,  he  says: 

"To  me,  however,  the  present  seems  an  especially  appropriate  time  to 
briefly  discuss  another  phase  of  General  Motors  fact-finding  which,  al- 
though in  no  sense  new  to  the  Corporation,  is  peculiarly  deserving  of  our 
intensified  study  and  attention  in  line  with  the  spirit  and  philosophy  of 
the  times.  I  refer  to  fact-finding  in  its  application  to  the  tastes  and  desires 
of  the  great  consuming  public — or  what  is  generally  described  as  Con- 
sumer Research.  Modern  manufacturing  methods  have  brought  about 
tremendous  savings  to  the  consumer.  Through  modern  technique  products 
undreamed  of  by  our  forefathers  have  been  brought  into  being,  and  placed 
within  reach  of  everybody.  But  as  a  result  of  large  scale  operations  and 
world-wide  distribution,  producer  and  consumer  have  become  more 
and  more  widely  separated,  so  that  the  matter  of  keeping  a  business 
sensitively  in  tune  with  the  requirements  of  the  ultimate  consumer  be- 
comes a  matter  of  increasing  importance. 

"Modern  industry  with  its  large  scale  operations  tends  to  create  a 
gulf  between  the  customer  and  those  responsible  for  guiding  the  destiny 
of  the  institution.  We  can  no  longer  depend  upon  casual  contacts  and 
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Nor  is  this  new  realization  of  the  importance  of  devel- 
oping an  effective  technique  for  keeping  in  touch  with 
consumers  confined  to  large-scale  business.  The  Scott 
Paper  Company  of  Chester,  Pennsylvania  (makers  of 
toilet  tissue),  for  example,  has  set  up  a  "department  of 
consumer  representatives,"  reporting  directly  to  the  presi- 
dent of  the  company.1 

The  same  technique  may  not  be  applicable  in  every 

personal  impressions — our  business  is  too  big;  our  operations  too  far- 
flung. 

"Furthermore,  we  are  passing  through  a  kaleidoscopic  era  character- 
ized by  swift  movements — social  as  well  as  economic — and  such  condi- 
tions cannot  fail  to  bring  more  rapid  changes  in  the  tastes,  desires  and 
buying  habits  of  the  consuming  public.  So  it  becomes  increasingly  im- 
portant that  we  provide  the  means  for  keeping  our  products  and  our 
policies  sensitively  attuned  to  these  changing  conditions. 

"And  irrespective  of  what  these  changes  may  be — regardless  of  what 
the  new  economic  and  social  order  may  hold — I  am  confident  that  a 
more  intimate,  detailed  and  systematic  knowledge  of  the  consumer's 
desires  will  afford  the  Corporation  a  sound  and  progressive  basis  upon 
which  to  meet  the  new  conditions  as  they  unfold." 

1This  department,  according  to  W.  W.  Tomlinson  of  that  company: 
".  .  .  is  a  corps  of  men  and  women  who  represent  the  viewpoint  and 
interests  of  the  consumer.  They  are  chosen  for  their  ability  to  determine 
and  reflect  this  viewpoint  and  they  are  responsible,  not  to  a  production 
official,  but  only  to  the  president  of  the  company. 

"In  no  sense  do  we  think  of  our  consumer  representatives  as  inspec- 
tors. Their  duty  is  three-fold.  First,  through  continuous  door-to-door 
interviews  with  consumers,  they  determine  just  what  qualities  in  tissue 
towels  and  toilet  tissues  are  most  desirable  .  .  . 

"Second,  in  our  mill  these  representatives,  with  their  keen  understand- 
ing of  the  consumer's  wishes,  act  as  'buyers'  for  the  consumer.  They 
accept  or  reject  the  production  of  each  machine.  Third,  they  are  charged 
with  the  responsibility  of  selling  the  consumer  point  of  view  on  quality 
to  every  man  and  woman  in  our  organization. 

"There  are  two  sure  routes  that  lead  headlong  to  the  abyss  of  busi- 
ness oblivion.  First  to  continue  to  spend  large  sums  of  advertising  dollars 
talking  to  consumers  about  things  in  which  they  are  not  interested; 
second,  to  promote  a  product  whose  consumer  quality  fails  to  measure  up. 

"We  must  not  only  win,  but  we  must  hold  new  consumers.  The  ability 
of  our  products  to  satisfy  consumers  is  the  only  force  we  know  of  that 
will  insure  repeat  purchases." 
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case,  but  during  the  past  three  years  an  increasing  num- 
ber of  forward-looking  companies  have  made  conscious 
and  deliberate  efforts  to  restore  their  contact  with  the 
consuming  market.  Makers  of  fountain  pens,  radios, 
toothbrushes,  cosmetics,  soap,  cleansing  compounds, 
petroleum  motor  products,  cameras,  rugs,  flavoring  ex- 
tracts and  electric  power  may  be  cited  as  concrete  in- 
stances and  at  least  two  metropolitan  department  stores 
have  turned  from  their  competitors  to  their  customers 
for  suggestions  as  to  what  they  most  profitably  can  sell. 
There  is  no  greater  source  of  unproductive  cost  in  any 
individualistic  economy  than  failure  to  gauge  the  public 
will  accurately.  For  there  follows  the  whole  train  of 
wastes  due  to  the  making  of,  and  attempting  to  sell,  goods 
which  never  should  have  been  produced. 

THE  PRINCIPLES  INVOLVED 

This  idea  of  producers  being  under  the  necessity  of 
basing  their  plans  for  operation  on  the  people's  will  has 
been  obscured  by  two  similar  conceptions  which  have  at- 
tached themselves  to  a  vague  sensing  of  its  truth,  without 
a  full  realization  of  its  meaning.  The  first  of  these  is  the 
lip  service  rendered  to  an  idea  often  expressed  by  the 
statement  that  "the  customer  is  always  right."  This  is 
not  true,  and  its  statement  in  this  form  is  misleading. 
The  other  is  the  hasty  jumping  at  the  conclusion  that 
individual  human  wants  call  for  centralized  planning. 
This  also  is  too  simple  a  remedy  to  be  of  any  use  in  a 
highly  organized  economic,  political  or  social  system.  Just 
as  it  is  possible  for  the  consumer  to  be  wrong,  so  it  is 
possible  for  the  planner  to  be  mistaken. 

What  is  needed  is  a  more  thoroughgoing  comprehen- 


AMERICAN  ROAD  TO  SATISFACTORY  LIVING     177 

sion  of  the  task.  And  this  points  directly  to  a  much  more 
promising  solution  than  that  embodied  in  either  of  these 
misleading  shibboleths. 

THE  POWER  TO  ADJUST  WHEN  SIGNALED 

The  principles  of  the  real  solution  may  be  simply  put 
by  making  use  of  an  analogy  recently  developed  by  one 
of  the  most  eminent  of  American  physiologists.  At  a  meet- 
ing of  the  alumni  of  Massachusetts  Institute  of  Tech- 
nology a  few  months  ago,  Professor  Walter  B.  Cannon 
of  Harvard  presented  a  program  for  economic  adjust- 
ment based  on  his  prolonged  research  into  the  functioning 
of  the  human  body.  This  program  he  embodied  in  a  new 
political  theory  which  he  calls  "biocracy."  This  theory  as 
outlined  is  so  clearly  in  line  with  the  ideas  here  developed 
that  we  quote  certain  pertinent  paragraphs  from  his 
paper. 

In  the  light  of  biological  experience,  therefore,  social  stabili- 
zation should  be  sought  not  in  a  fixed  and  rigid  social  system 
but  in  such  adaptable  industrial  and  commercial  functions  as 
assure  continuous  supplies  of  elementary  human  needs. 

After  developing  the  idea  that  proper  equilibrium  is 
more  important  than  economy,  Professor  Cannon  shows 
that  the  importance  of  stabilized  functioning  warrants 
"a  specially  organized  control,  invested  by  society  itself 
with  the  power  to  preserve  the  constancy  of  the  fluid 
matrix,  that  is,  the  processes  of  commerce." 

It  seems  to  me  [he  continued]  that  this  involves  power  to 
adjust  reasonably  supply  to  demand,  power  to  lay  aside  stores 
of  goods  which  could  be  released  in  emergencies,  power  to  re- 
quire  accumulation  of  wage   reserves   which   could  be   used   in 
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times  of  temporary  unemployment,  power  to  arrange  emergency 
employment  or  training  for  new  types  of  labor  skill,  and  power 
to  accelerate  or  retard  routine  processes  of  production  and  dis- 
tribution according  to  desirable  adaptations  to  disturbing  fac- 
tors.   .   .    . 

In  the  bodily  organism  such  powers  are  exercised,  not  by  the 
superior  parts  of  the  brain  where  adaptive  intelligence  is  medi- 
ated, but  by  lower  centres  which  work  in  an  automatic  manner 
when  appropriate  signals  call  them  into  action. 

This,  in  the  form  of  an  analogy,  is  close  to  the  theme 
we  are  attempting  to  develop.  Instead  of  a  superintelli- 
gence,  we  have  been  arguing  for  a  better  individual  use 
of  individual  knowledge,  and  for  more  effective  indi- 
vidual skills. 

The  business  of  living  satisfactorily  is  another  term 
for  the  "stable  socialization"  which  Professor  Cannon 
apparently  has  in  mind  when  he  observes  that  the  main 
service  of  social  stabilization  would  be  to  support  bodily 
stabilization  by  assuring  the  supply  of  fundamental 
needs,  "leaving  the  highest  activities  of  the  brain  for 
adventure  and  achievement." 

The  corresponding  task  of  planning  and  conducting  a 
business  enterprise  to  make  it  responsive  to  the  public  will 
is  not  easy ;  but  the  most  cogent  reason  for  thinking  that, 
as  an  individual  enterprise,  it  is  not  impossible  is  the  fact 
that  some  concerns  are  doing  it,  with  profit.  This  better- 
gearing  of  supply  to  demand  involves  some  new  ideas,  and 
these  call  for  new  terms  in  the  distribution  vocabulary. 
The  "replacement  cycle,"  the  study  of  "consumer  atti- 
tudes," "deferable  purchases,"  "budgeted  consuming" 
and  other  similar  new  terms  which  are  coming  into  use 
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indicate  the  expansion  of  ideas  about  the  economic  signifi- 
cance of  the  people's  will. 

A  close  relationship  with  more  than  a  hundred  con- 
cerns during  the  past  year  in  connection  with  code  work 
has  led  me  to  list  and  give  an  approximate  weighting  to 
the  most  evident  motives  prompting  these  concerns  to 
continue  in  business  during  a  troubled  year.  This  list 
was  drawn  after  listening  to  hours  of  serious  debate.  It 
is  heterogeneous,  but  so  was  the  debate;  and  it  is,  on  the 
whole,  ignoble  even  if  it  is  honest: 

Motives  for  Doing  Business  in  Observed  Groups 
(Combined  Motives  as  100) 

1.  Outwitting  a  competitor  30 

2.  Stealing  accounts 15 

3.  Meeting  or  demolishing  salesmen's  rumors 13 

4.  Meeting  some  chiseler 10 

5.  Getting  volume  for  plant 7 

6.  Getting  trade  or  craft  prestige 6 

7.  Meeting  dictates  of  trade    5 

8.  Getting  some  competitor's  goat   4 

9.  Getting  even  with  a  goat-getter   4 

10.  Keeping  up  an  appearance  of  alertness 3 

11.  Trying  to  "pull  a  fast  one"  on  the  trade 2% 

12.  Carrying  out  a  desire  to  perform  some  useful  service  to 

society Trace 

13.  Making  an  honest  effort  to  make  an  honest  profit Trace 

While  this,  of  course,  is  a  fanciful  list  and  the  weight- 
ings are  wholly  arbitrary,  it  does  present,  more  accu- 
rately than  any  tabulation  of  auditable  matter  could,  an 
idea  of  how  these  enumerated  motives  did  seem  to  weigh 
in  the  minds  and  efforts  of  these  groups.  And  it  should 
be  remembered  that  these  groups  were  charged  with  the 
task  of  policing  and  straightening  out  their  various 
trades. 

When  we  come  to  the  specific  question  of  what  is  to  be 


180    PEOPLE'S  WANTS  AND  HOW  TO  SATISFY  THEM 

done  about  it  we  find  no  substitute  for  individual  effort. 
But  it  implies  the  individual  operations  of  the  business 
with  a  due  regard  for  its  social  obligations.  This  brings 
us  back  to  a  possible  revised  list  of  motives  which,  cast 
in  tabular  form  to  compare  with  the  table  of  observed 
motives,  would  look  something  like  this : 

Motives  For  Doing  Business — A 
Visionary  Ideal 

(Combined  Motives  as  100) 

1.  Consciously  performing  some  useful  service  to  society.  .  .  50 

2.  Making  an  honest  effort  to  make  an  honest  profit 40 

3.  Getting  volume  for  plant 4 

4.  Getting  trade  or  craft  prestige 2 

5.  Meeting  dictates  of  trade 1 

6.  Meeting  or  demolishing  salesmen's  rumors Y2 

7.  Outwitting   a  competitor V2 

8.  Meeting  a  chiseler x/z 

9.  Keeping  up  an  appearance  of  alertness % 

10.  Pulling  a  fast  one XA 

11.  Stealing  accounts    % 

12.  Getting  even  with  a  goat-getter Trace 

13.  Getting  some  competitor's  goat Trace 

This  may  sound  idealistic  and  vague;  but  there  is 
nothing  vague  about  the  imminent  probability  that  busi- 
ness is  going  to  be  operated  either  for  society  or  by 
society.  If  anything  could  be  less  promising  than  the 
profitless  profit  system  which  we  have  had,  it  would  seem 
to  be  operation  by  society,  without  either  profit  or  motive. 
But  if  the  driving  force  of  individualism  can  be  schooled 
to  exert  itself  in  such  a  way  as  to  result  in  social  gain, 
that  may  be  found  to  be  the  real  road  to  restored  profits. 

THE  NEW  BASIS  OF  BUSINESS  ENTERPRISES 

If  the  present  clamor  over  a  "New  Deal"  means  any- 
thing, that  meaning  is  all  summed  up  in  one  sentence,  in 
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so  far  as  capitalistic  business  enterprise  is  concerned :  It  is 
the  task  of  business  enterprise  to  facilitate  satisfactory 
living. 

This  conclusion  cannot  be  escaped  if  we  recognize  the 
basic  nature  of  human  wants  and  attitudes  in  our  present 
scheme  of  living — if  we  realize  that  the  fundamental 
human  urge  is  for  "A  Chance  to  Live." 

This  makes  our  conclusion  simple.  The  power  which 
drives  business  comes  from  these  human  reactions,  and 
anybody  who  wants  to  have  dealings  with  it  is  obliged  to 
know  about  that  power  all  he  is  capable  of  knowing.  This 
knowledge  is  the  only  safe  basis  for  operations. 

In  this  field  of  knowledge,  wisdom  does  not  come  from 
merely  wanting  to  know,  although  that  may  be  the  start- 
ing point.  Wisdom  is  a  matter  of  developing  organization 
and  skills  which,  as  Dr.  Cannon  says,  "work  in  an  auto- 
matic manner  when  appropriate  signals  call  them  into 
action." 

Supplying  the  signals  may  be  a  suitable  field  for  joint 
enterprise  or  for  the  government.  Interpreting  them  still 
is  an  individual  matter,  leaving  ample  scope  for  the  exer- 
cise of  individual  brains  for  which  neither  an  economic 
system,  a  governmental  structure,  nor  a  social  order  can 
furnish  an  adequate  substitute. 

And  this  brings  us  again  to  face  our  initial  thought. 
The  year  1935  is  different  from  1620  on  the  North 
American  continent — but  different  in  what  way?  The 
climate,  the  mountains,  the  valleys  remain.  And  so  do 
the  impulses  which  drive  individuals  to  develop  resources 
if  the  individuals  once  become  seized  with  the  desire  for 
satisfactory  living. 

All  the  experiments  in  government,  and  all  the  plans 
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worked  out  for  making  people  more  comfortable,  or 
more  content,  come  back  eventually  to  the  necessity  for 
doing  what  human  beings  are  mainly  concerned  with  on 
their  own  individual  accounts — the  fitting  of  human  life 
more  satisfactorily  into  an  imperfect  environment. 
Where  there  is  a  guarantee  of  subsistence,  this  urge  be- 
comes feeble.  Where  there  is  shortage,  or  fear  of  short- 
age, of  any  desired  thing,  it  may  take  on  the  violence  of 
a  ruthless  frenzy  or  panic.  Between  these  extremes  lies 
the  constant  pressure  for  acquisition  of  the  materials  with 
which  to  live  satisfactorily  as  expressed  in  the  public's 
will  to  buy. 

This  constant  effort  to  live  adequately  in  an  environ- 
ment not  wholly  acceptable,  this  power  which  makes  the 
North  Temperate  Zone  the  home  of  creative  ideas,  is  not 
the  blind  mass  drifting  of  standardized  spawn.  It  is  made 
up  of  individual  ideas  about  environment. 

These  ideas,  to  be  sure,  may  have  a  composite  pat- 
tern; and  it  is  this  which  becomes  the  most  important 
thing  in  the  world  to  anyone  who  aims  to  order  his  life 
by  any  contact  with  it. 

People's  wants  are  not  to  be  trifled  with.  They  are  not 
only  a  power,  they  are  the  power  which  controls  modern 
life.  Ability  to  gauge  and  appraise  them  is  the  only  basis 
for  successful  business  enterprise. 
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